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‘WRECKING A CONSTITUTION 


“DR. MALAN AGAINST THE RULE OF LAW 


B* the time these words are read it is probable that the High Court of 
Parliament Bill will have received from the Governor General of South 
Africa what purports to be the Royal Assent. The words describing this 
process have to be chosen with care. Whether the Bill will thereby have 
“become law” is the crux of as formidable and dangerous a controversy as 
the constitutional history of the Commonwealth can show. 

On a later page* of this issue will be found an account of the legal proceed- 
ings that have placed the Nationalist Government in a position from which 
they seek to extricate themselves by means of the Bill. The facts need be only 
briefly summarized here. In pursuit of the policy of apartheid, Dr. Malan last 
year presented a Bill to deprive Cape Coloured men of their place in the 
general register of voters and give them instead separate representation in 
Parliament by a few Europeans elected on a communal franchise. This Bill 
was passed by a majority of each House, notwithstanding a provision in the 
South Africa Act, 1909, that legislation affecting the Coloured franchise re- 
quired a two-thirds majority in the two Houses sitting together, the Govern- 
ment relying on a dictum of the Acting Chief Justice in litigation of 1937 to 
the effect that this restriction had been in effect removed by the Statute of 
Westminster, 1931. The validity of the Separate Representation of Voters 
Act, which was immediately challenged, was upheld on that basis in the Cape 
Provincial Division of the Sipreme Court, but in the Appellate Division 
the Chief Justice and four colleagues unanimously set aside as erroneous the 
dictum of 1937 and declared the purported Act to be null and void. The 
ground of their judgment was that although Parliament has undoubted 
power to alter the rules laid down in the South Africa Act for its own 
procedure, until it has done so they remain binding. The two Houses had 
not passed the Separate Representation Bill by the procedure required for 
its subject-matter; and therefore it was not an Act of Parliament. Section 
152 of the Act, which requires the joint sitting and two-thirds majority for 
certain kinds of legislation, can itself be amended or repealed only by the 
same procedure. 

Dr. Malan immediately denounced the judgment and declared that the 
Government would take legislative steps to invalidate it. His cardinal objec- 
tions, which belong to the field of political theory which underlies law, 
appear to be reducible to three closely related propositions. He maintains 
that any claim by the courts to enquire into the validity of a document pre- 
sented to them as an Act of Parliament is a usurpation in itself. He protests 


* See Harris v. Dénges, p. 224. 

+ The full text of the judgment has been published in The Times Law Reports for 
May 23, 1952, price 1s. 8d. In South Africa it has been published in pamphlet form by 
The Friend of Bloemfontein, price 15. 
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that to set up the authority of the South Africa Act, an Act of the Parliament 
at Westminster, against that of the Houses at Cape Town, is an invasion of 
the independence of the Union. And he lays down as fundamental doctrine 
that the South African Parliament, by virtue of being a sovereign legislature, 
can make valid law by any procedure it pleases. 

The three threads of this argument cannot be wholly disentangled from 
one another. All of them tacitly assume the proposition which the Supreme 
Court has called in question, that the will of a majority in each House is for 
all purposes identical with the will of Parliament. The denial of the right of 
the courts to enquire into the validity of legislation is presumably based upon 
analogy. The supposed incapacity is certainly not inherent in the nature of 
parliamentary government. The courts test the validity of statutes, not only 
under federal constitutions such as those of Canada, Australia and the United 
States, which admittedly do not possess sovereign legislatures, but, as Mr. 
Strauss lately argued in the House of Assembly, in Italy, Norway, and 
other European states. Dr. Malan’s essential complaint seems to be that 
the recent judgment makes the Union Parliament inferior in dignity to that 
of the United Kingdom, whose Acts are in all cases binding upon the courts. 
But it is doubtful whether the analogy—and it is no more—will sustain his 
case. It is true that any right of the United Kingdom courts to enquire into 
the authenticity of a document having the outward form of an Act is very 
narrowly limited; but it surely exists, if only to the extent that the Court must 
obviously have the right to reject a forgery. Suppose, for instance, that a 
Government sought to postpone its probable defeat in the constituencies by 
keeping Parliament sitting beyond the five years permitted by law; can it be 
doubted that the Courts would refuse to give effect to legislation passed in 
these illegal sessions? If they did so, they would not be claiming the right 
to set aside Acts of Parliament. They would be declaring that the assembly 
which had passed the particular measure was no Parliament; and that is in 
effect what the Supreme Court of the Union has said of the two Houses when 
they attempt to exercise in separate sessions a power that by law belongs only 
to them both sitting together. 

When the Nationalists argue that to enforce the entrenched clauses is to 
reassert imperial authority over the sovereign Parliament of the Union they 
make a travesty of history. The South Africa Act is indeed in form an Act of 
the Imperial Parliament, for the good reason that no other body with legal 
authority over all South Africa existed in 1909. A new sovereign legislature 
cannot create itself. But the Act merely ratified what was in substance a treaty 
negotiated in the National Convention among South Africans themselves. 
Without the conditions embodied in that agreement, and particularly without 
the protection of the non-European vote and the equality of the languages by 
the “entrenched” clauses, the two British colonies and the two Boer republics 
would never have consented to merge their separate identities in a new State. 
It was this implied treaty that reinforced the legal obligation of the South 
Africa Act with moral authority over the South African conscience. Nothing 
has since happened to weaken that authority. When the Union Parliament 
petitioned for the application of the Statute of Westminster, 1931, to the 
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Union, so as to acquire the power to amend the South Africa Act, the peti- 
tion, at the joint instance of Generals Hertzog and Smuts,* contained a clause 
explicitly desiring that the “entrenched” procedure should remain intact. 
The Status of the Union Act, passed in 1934 to make it quite clear that the 
source of authority for the constitution was in South Africa, might have 
abrogated section 152, the “entrenching” clause of the South Africa Act, had 
that been the general desire; but it was not done. It is perfectly clear that the 
force of the judgment in Harris v. Dénges depends neither on imperialist 
control nor on technical hair-splitting; it is in harmony with the consensus of 
South African public opinion over a long term of years. 


The Majority Principle 


HE third thread in Dr. Malan’s skein of argument is probably the most 

important to him. It reduces itself to the contention that majority rule is 
inherent in the nature of self-government; and therefore that to admit the 
sovereignty of a Parliament is also to admit its right to exercise that sover- 
eignty by simple majorities of each House, setting aside if need be any formal 
stipulation requiring a different procedure. 

But to argue thus is to misunderstand the philosophical foundations on 
which the majority principle rests. It is presumably common ground in every 
realm of the Commonwealth that the authority of government derives from 
the consent of the governed. The individual obeys the law because he has 
agreed to be bound by it; for no one, and no body of persons, can give his 
consent for him. In what sense, then, can an individual be said to have con- 
sented to a law when in fact he has voted against its passage? Surely it can 
only be that he has consented in advance to waive his opposition when certain 
conditions are fulfilled. These conditions are the legislative constitution, 
written or unwritten, of the community to which he owes obedience. They 
lay down the terms on which law may be made or amended; they also lay 
down terms on which they themselves may be modified, which terms may be 
the same as the former or different. What is certain is that the original condi- 
tions require an exceptionally wide measure of consent; because if they do not 
command general acquiescence the coherence of the State is left to depend 
solely upon physical force. 

Now nothing in these propositions imports the necessity of the majority 
principle; the constitutional conditions may include it, or they may not. 
Ideally, self-government should mean government by the consent of every 
individual to every measure. In a world where such unanimity is not attain- 
able, it is necessary to look for the nearest practical approximation. This 
requires, in a just parliamentary system, that every possible means of persua- 
sion and compromise shall be exhausted in the attempt to reduce the area of 
disagreement. The majority principle only comes in as a practical device to be 
adopted at this late stage, if the constitutional conditions already accepted 
have provided that, when action is necessary and no further advance towards 
agreement can be made, it shall be the minority and not the majority that shall 


* For the unequivocal words used by both statesmen see THE RounD TABLE, no. 162, 
March 1951, p. 141. 
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give way. But there is nothing in the nature of the argument to make it un- 
reasonable that the constitution shall require the minority to submit only if 
outvoted in a prearranged proportion, for instance by 2 to 1 as in the proce- 
dure laid down for amending the entrenched clauses of the South Africa Act. 

To complain that this limitation makes the Union Parliament of less rank 
than that of the United Kingdom is to misunderstand the British system. 
Whatever the abstract jurisprudence of sovereignty may say, every legislature 
in real life is limited in its power to disregard the wishes of minorities. The 
United Kingdom Parliament is limited by the intricate conventions of the 
Constitution, most of which have grown up as checks upon power wherever 
it resides for the time being—whether in an absolute monarch or an electoral 
majority. To take an instance, the convention that standing committees of 
the House of Commons shall be made up in proportion to party strength in 
the House makes it impracticable, when the House is very evenly divided, to 
use these committees to carry very controversial legislation; in the last two 
years therefore it has markedly reduced the speed at which Labour and 
Conservative Governments in turn have been able to proceed with their pro- 
grammes. These conventions derive their force from centuries of history, in 
which South Africa has not shared. When the entirely new Parliament of the 
Union was created in 1909, it had no limiting conventions of its own, and 
could scarcely derive them from the separate traditions of the four constituent 
colonies. Instead the representatives of these colonies defined the checks upon 
power which they required for their consent to enter the Union, and embodied 
them in what became the South Africa Act. From that transaction and the 
resultant statute the Union Parliament derives the whole of its authority. The 
Parliament at Westminster could not disregard its inherited conventions and 
remain a Parliament; and the Parliament at Cape Town cannot ignore the 
Act on which it depends and retain its moral right to be obeyed by those who 
disagree with it. 


The High Court of Parliament Bill 


F Dr. Malan sets so much store by the assimilation of the Union parliamen- 

tary system to that of the United Kingdom, there is no doubt what was his 
proper course on finding his policy frustrated by the decision of the courts. 
He should have asked for a dissolution and appealed to the country for a 
mandate to amend the law. It is true that he might have come back with a 
majority, but a majority insufficient to repeal section 152, and so would be in 
office without the power to carry out his policy; thus a situation could be 
threatened in which the Queen’s government could not be carried on. It 
might be inferred that the British system of Cabinet administration requires 
some modification in a country having entrenched clauses in its constitution; 
but that is a proper subject for negotiation between the parties rather than 
unilateral action. 

What Dr. Malan has actually done is to pass through the two Houses 
separately the High Court of Parliament Bill. The first clause lays down that 
every measure passed by this procedure shall be a valid Act of Parliament; 
the remainder of the Bill provides that the members of the two Houses, sit- 
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ting together but deciding by a simple majority, shall form a “High Court of 
Parliament”, which is to be a final tribunal of appeal in cases where the 
validity of legislation is in question. The High Court will vote after hearing 
the report of a “judicial committee” drawn from its own members. 

The existence of this judicial committee cannot disguise the plain intention 
of the Bill, which is to set aside the rule of law and destroy the independence 
of the judiciary by establishing an appeal from judges to party politicians. 
The Judicial Committee of the Privy Council is respected by all lesser tribunals 
because it is staffed by the master minds of the profession; this South African 
committee can draw only upon such lawyers as happen to sit in Parliament, 
and is pledged in advance to a view of the law which the masters of the pro- 
fession, the Judges of the Appellate Division, have just declared to be false. 

In anticipation of the passage of the Bill, counsel in the Union have already 
been studying means of bringing before the courts a case which will test its 
validity. It seems reasonably certain that the Supreme Court, on precisely the 
ground that decided Harris v. Dénges, must rule that clause 1, unless passed 
by the entrenched procedure, is incapable of forming part of a valid Act; it is 
probable that they will also decide that the whole measure is consequently 
void. The Government will then appeal to the “High Court of Parliament”, 
which will have just been declared not to exist, and obtain a judgment pur- 
porting to reverse the finding. There will then be two bodies each claiming 
supreme jurisdiction and denying the jurisdiction of the other—a situation 
disastrous to the moral authority of law. 

The burden of the Selborne Memorandum, which prepared the way for the 
agreement embodied in the South Africa Act, was that if the four commu- 
nities which had fought the South African War did not unite into a single 
nation they would come to blows again before many years were gone. The 
insight of the writers is being sadly vindicated today ; for an attempt is being 
made to tamper with the terms of Union then accepted, and immediately 
hints of violence begin to arise. The Torch Commando parades the country in 
protest; its proceedings are peaceful, but it is composed of trained veterans 
and a reserve of force is visibly behind it. The Cabinet ostentatiously drafts 
reinforcements of armed police into the legislative capital. In Natal the sug- 
gestion is widely canvassed that the contract by which the colony entered the 
Union has been violated and that the province is therefore free to reassert its 
autonomy. 

There are thus proceeding in South Africa an argument about the status of 
a coloured race in a white man’s country; an argument about the nature of 
sovereignty; and an argument about the right of secession from a state con- 
tractually formed. These were the three subjects of controversy in the 
United States, on the eve of the greatest civil conflict of modern times. The 
situation in South Africa holds the seeds of disaster, and all her friends will 
follow anxiously the efforts of those moderate men on both sides who are 
reported to be seeking some means of compromise between the parties. 
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FINANCIAL SITUATION OF THE UNITED KINGDOM 


N article in the December issue of THE RounD TABLE,* written a few 
weeks after the election of a Conservative Government to power, 
surveyed the economic problems which the new Government would have to 
face and overcome. The main conclusions of that survey were that British 
policy must be directed towards the re-establishment of sterling as a strong and 
stable currency; and that this could only be achieved by adopting budgetary 
and credit policies which would eliminate internal inflation, promote pro- 
ductivity and exports, strengthen the balance of payments of the United 
Kingdom and the whole sterling area, and make full convertibility of ster- 
ling in relation to other world currencies a practicable possibility at the 
earliest possible date. 

The purpose of this article is to re-examine the balance-of-payments posi- 
tion of the sterling area in general and the United Kingdom in particular 
after a further period of six months; to survey the financial and economic 
policy on which the new Government in the United Kingdom is relying to 
correct the serious position which it inherited; and to attempt to assess both 
the short-term effects of these policies and the longer-term outlook facing 
Britain and the Commonwealth. 


The Balance of Payments 


(a) The United Kingdom. Figures which are now available demonstrate the 
intensity of the crisis in our foreign payments position which faced Mr. 
Butler when he took office at the Treasury at the beginning of November last 
year. 

The year 1950 had been the best since the war, showing a surplus in the 
U.K. balance of payments of £244 million on current transactions. The gold 
and dollar reserves of the sterling area had been built up steadily during 1950 
and amounted to $3,300 million at the end of that year. 

This improvement in 1950 was, of course, to a large extent illusory. With 
the start of the Korean war, the U.S.A. began rapidly to increase its world- 
wide purchases of goods for rearmament purposes. Although mainly con- 
centrated on raw materials, such purchases had a noticeable effect on U.K. 
export trades; our sales, for example, of non-ferrous metals and manufactures 
to the U.S.A. were almost trebled in 1950 over 1949. On the other hand the 
U.K. rearmament programme, although agreed on in principle, made a very 
slow start and had virtually no adverse effect in 1950 on our import and export 
trades; in fact, stocks were heavily run down during the year, so that imports 
were less than they would otherwise have been. While benefiting from the 


* “Economic Problems facing a new Government”, THE Rounp TABLE, No. 165, 
December 1951. 
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U.S. rearmament programme, our foreign payments position was not yet hit 
by our own arms preparations. 

Results for the first half of 1951, although less satisfactory than for 1950, 
apparently caused no immediate concern. There was a substantial rise in both 
the volume and the cost of U.K. imports and a deficit of £336 million in U.K. 
visible trade, but our “invisible” earnings from shipping, interest and divi- 
dends, commissions, earnings of oil companies and so on showed a credit of 
£243 million in the same period, resulting in a net deficit for the United 
Kingdom of only £93 million. Moreover, other parts of the sterling area 
were in credit in their trading with the rest of the world, since the dollar 
earnings of Malaya and other raw-material-producing countries were at a 
high level; so that gold and dollar reserves continued to climb to a peak of 
£3,867 million at June 30, 1951. 

The second half of 1951 saw an astonishingly rapid worsening of the situa- 
tion. Our imports, principally of food and raw materials, rose by over £200 
million as compared with the previous half-year, partly through an increase in 
import prices but mainly through a further increase in volume; and this 
brought the increase in imports for the whole of 1951 to the remarkable 
figure of £1,100 million over 1950. The value of our visible exports in the 
second half of 1951 showed virtually no change, while invisible items, which 
had in the previous half-year shown a net credit of £243 million, only added 
£25 million to the credit side of our payments account. The first repayments 
on the U.S. and Canadian loans and the loss of Abadan oil were obviously 
important elements in this decline of invisible earnings; and although the 
freights earned by British shipping rose from £202 million in the first half of 
1951 to £209 million in the second half, the high level of our imports made it 
necessary to charter a large volume of foreign shipping, so that net shipping 
earnings were only £33 million in the second half of the year, against £73 
million in the first half. 

The total U.K. deficit on visible and invisible account for June-December 
1951 was therefore about £428 million, of which £335 million was in account 
with the dollar area. 

At the same time there was a serious worsening of our trade balance with 
European countries. A deficit of only £23 million in the first half of 1951 
increased to £163 million in the second half of the year. As part of a plan to 
increase the volume of intra-European trade through “liberalization”, the 
United Kingdom had joined the European Payments Union. The limited 
freedom accorded to imports under this arrangement made the extent of the 
internal inflation in the United Kingdom (which had previously been pre- 
vented by quotas from exercising its full effect on foreign trade) immediately 
apparent. We imported more, exported less, and our invisible earnings from 
those countries, which for some years had been substantially in credit, now 
became a minus quantity. Under the terms of the European Payments Union 
this deficit with European countries had to be met in part by gold payments, 
which exceeded £60 million during July-December 1951, a further drain on 
the central sterling area reserves. 

(b) The rest of the Sterling Area. A further drain on the reserves was caused 
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by a set-back in trade between other parts of the sterling area and the dollar 
area. Earnings from exports of raw materials from “dependent oversea 
territories”, of which Malayan rubber and tin are the most important, in- 
creased rapidly during 1950 and into early 1951, as the restocking and re- 
armament demand from the U.S.A. gathered momentum and prices increased. 
Other sterling-area countries, principally the Commonwealth, also showed 
during this perioda net credit in dollar earnings through exports of food and 
raw materials to North America and Europe, and it looked as if the traditional 
pre-war pattern of triangular payments, by which the U.K. deficit in dollars 
was set off against the dollar earnings of other parts of the sterling area (the 
triangle being completed by the U.K.’s having a surplus from its trade with 
the other sterling-area countries), was beginning to re-establish itself. The 
second half of 1951, however, saw an end to these hopes for the time being. 
A drastic reduction in U.S. stockpiling of tin, rubber and wool and a fall in 
raw-material prices gave the rest of the sterling area a deficit of about £70 
million with the dollar area, and there was also a large deficit with Euro- 
pean countries. These called for further drawings on the gold and dollar 
reserves. 

The net effect of all these simultaneous developments was that gold and 
dollar reserves fell from $3,867 million to $2,335 million in the last six 
months of 1951. Had this rate of decline continued the reserves would have 
been completely exhausted by September of 1952; and assuming $1,000 
million to be the absolute minimum practical working balance, this figure 
would have been reached by about May. 

Although world developments quite outside the control and influence of 
the United Kingdom were to some extent responsible for the deterioration in 
our balance of payments during this period, a good deal of the blame for it 
must rest on the economic policies pursued by the Labour Government in 
earlier years. No real attempt had been made to cure the persistent inflation in 
the domestic economy, and it was generally agreed that Mr. Gaitskell had not 
budgeted for a sufficiently large surplus in April of 1951 to check the growth 
of internal demand and the rise in prices. The domestic demand for goods and 
services continued to act as a brake on the export trade and a stimulus to 
imports. The “liberalization” of intra~European trade resulted inan immediate 
increase in our trade deficit with Europe and, as we have seen above, a sub- 
stantial drain on our gold reserves. Moreover the U.K. rearmament pro- 
gramme, now getting under way aftera very slow start, began to have its effect 
on export trade, diverting into arms production raw materials and industrial 
capacity which might otherwise have been available to meet oversea demand 
for capital goods; and also making it necessary to import increased quantities 
of vital raw materials. 


The Remedies 
HE rapid onset of the balance-of-payments crisis, during a period when 
internal conditions in the United Kingdom were relatively stable, produc- 
tion rising steadily and unemployment negligible, shows how vulnerable the 
British and sterling area economies still remain to changes in world condi- 





OUTLOOK FOR STERLING 203 


tions, and particularly, of course, to changes in financial and economic policy 
in the United States. 

It is against the background of the developments of 1950 and 1951, briefly 
described above, that we now turn to consider the action which has been 
taken by the new Government to rectify the position. The first point which 
emerges is that the general economic policy enunciated by the Conservative 
party during its six years of opposition has had to be largely discarded, 
or at any rate postponed, in the circumstances in which the party finds itself 
returned to power. Gone for the moment is the drive for an expansionist 
policy; for “setting the people free”, for giving the maximum encourage- 
ment to private enterprise; for capital investment at home and overseas, for 
higher food imports, release from rationing and controls. All this has had to 
be jettisoned in face of the desperate need to balance our international trading 
position before our reserves near exhaustion, and simultaneously to proceed 
with an expanding rearmament programme. 

This policy of restriction and control is not necessarily inconsistent with 
the long-term programme of Conservative economic policy; whatever gran- 
diose plans a new board of directors may have for expanding the activities of 
a company whose destiny they are elected to control, they can do little except 
pursue a policy of strict economy and limited activity if they find, on taking 
charge, that heavy losses are being made on current trading, and cash reserves 
are running out. It is only later, when a balance has been achieved, that 
cautious expansion can begin again. 

The new Government’s economic policy has thus had to be almost the 
opposite of what the party had proposed during the greater part of its 
period in opposition. It is not surprising therefore that its actions have in 
most respects belied the proposals the Conservatives made when not in 
office—an inconsistency which the Labour party has not been slow to exploit; 
it is much to the Government’s credit that it is prepared to incur unpopularity 
and criticism (not confined to its political opponents), to lay itself open to the 
charges of broken election promises, and pursue a policy which has as its sole 
aim the restoration of a balance in our international position before the end 
of 1952, while making a full contribution to the restoration of the armed 
strength of the Western world. This policy falls into three main parts : cuts in 
imports into the United Kingdom, flanked by similar action in other parts 
of the Commonwealth; budgetary policy designed to stimulate production, 
prevent any increase in home consumption and promote exports; and a sharp 
rise in interest rates to check inflation and restrict domestic investment in 
capital goods, particularly in stocks. 


Import Cuts 


EDUCTION in U.K. imports of an annual value of about £350 million 
were announced by Mr. Butler on November 7 last. These were mainly 
directed against imports of non-rationed luxury foodstuffs and manufactured 
goods, since they were designed principally to reduce our imports from 
European countries and to correct the deficit in our balance with them, and to 
cut down the gold drain through the European Payments Union, In January 
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there was a meeting of Commonwealth Finance Ministers in London at which 
it was agreed that the sterling area should try to achieve a balance with the 
non-sterling world in the second half of 1952. Since that meeting it has been 
decided to attempt to do even better than this, and to earn a surplus in that 
period so that a beginning can be made at rebuilding the reserves of the 
sterling area during 1952. 

To carry out this programme the United Kingdom decided early in 
February on further cuts in imports amounting to £150 million in a full year, 
although no precise details were announced ; cuts in tobacco imports appeared 
to be the principal single item. In his budget speech on March 11 Mr. Butler 
announced further import reductions, which were expected to improve our 
trade balance by about £100 million in a full year. Again there were no 
specific details, but the effect of all cuts proposed up to that date was to 
reduce estimated 1952 imports to about £3,150 million, over £300 million 
less than in 1951, and some {£600 million less than was originally planned 
for 1952. 

In the rest of the sterling area the main cuts in imports are being made by 
the Commonwealth countries, and from February onwards announcements 
of drastic reductions in imports were made by Australia, South Africa and 
New Zealand. These were not only directed against imports which caused a 
drain on the central gold and dollar reserves, but also affected imports from 
other parts of the sterling area, and particularly the United Kingdom. The 
fall in food and raw-material prices during 1951 had very substantially 
reduced the value of export trade from Commonwealth countries (the 
Australian wool cheque fell from £347 million in the seven months ending 
January 1951 to £184 million in the corresponding period 12 months later), 
while at the same time imports of manufactured consumption goods, ordered 
during earlier and more prosperous months, were still at a high level. The 
sterling balances held in London by Australia and New Zealand had been 
falling rapidly, and the Commonwealth countries had to reduce imports of 
non-essential goods in order to maintain sufficient liquid resources and bring 
their own payments position into balance. Since a large part of U.K. export 
trade to Australasia consists of consumption goods such as cars and textiles, 
the cuts have particularly affected such trades, and, as far as textiles are con- 
cerned, has accentuated the effect on Lancashire of the world-wide depression 
in textiles, 

The necessity of reducing imports into the sterling area which involve 
payment in gold or dollars has been generally conceded; but a good deal of 
criticism has been directed against the “internal” sterling-area cuts on the 
grounds that they have no direct influence on gold and dollar reserves, and 
merely serve to reduce the level of production and employment in this 
country. 

While it is, of course, true that the highest possible volume of trade within 
the sterling area should be maintained, every country in the Commonwealth 
has a sovereign right, and even a duty, to live within its own foreign earning 
capacity, whether that earning capacity is in trade with other members of the 
sterling area or elsewhere abroad. Moreover, the Commonwealth countries 
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have to protect their reserves, which are in the form of sterling balances. 
Australia and New Zealand have in fact allowed their sterling balances to fall 
very substantially before applying the brake of import cuts, and there is no 
doubt that such action should have a favourable indirect effect on the reserves 
of the area. Reductions in Australian imports from the United Kingdom 
may help to stimulate exports from this country to hard-currency markets 
instead of to “easy” sterling-area markets; they should result in a saving of 
dollar raw materials, and also help to direct labour and industrial capacity 
into rearmament work and into export trades which have better prospects 
of earning hard currency. The conclusion must be drawn therefore that the 
cuts in imports decided upon by the Commonwealth countries, while they 
may cause temporary hardship and dislocation, are fully justified in present 
circumstances, and are consistent with, and should assist in, the general plan 
to achieve balance with the non-sterling world before the end of 1952. 


The Budget and Financial Policy 


HE main problems which the Chancellor of the Exchequer had to face in 

drawing up his budget for 1952-53, and determining his general financial 
policy, were the deficit in the U.K. balance of payments of approximately 
£600 million, and the need to find an additional £200 million of resources for 
the rearmament programme. Mr. Butler hopes to find the resources to meet 
this total of £800 million by reduction in imports which, after allowing for 
a withdrawal from stocks of raw materials, will provide £150 million; higher 
invisible earnings and an improvement in the terms of trade which will pro- 
duce £200 million; £200 million will come from an increase in production; 
£50 million from an increase in exports and £50 million from a saving in 
government civil expenditure; and finally, £150 million froma cut in domestic 
capital expenditure on plant and machinery. 

It is not easy to see how this programme, even if it is achieved, can close 
the gap in the balance of payments, since in these totals the expected improve- 
ment in exports and reduction in imports provide only £400 million to close 
a gap of £600 million. It is also open to question whether this forecast will 
prove anything like accurate, particularly as some items of it appear to be 
mutually contradictory. For example, it is unlikely that, with import cuts of 
the size contemplated, invisible earnings can show much improvement; or 
that production can be relied on to increase by £200 million; or that exports 
can show even the modest increase of £50 million in face of heavy cuts in 
imports by other parts of the sterling area. But as the international trading 
situation is more than usually obscure at present it is probably of little value 
to navigate farther in the largely uncharted waters of economic forecasting. 
Suffice it to say that it is on the general assumptions set out above that the 
Government’s financial policy is based. 

This forecast of the pattern of U.K. trade in the next twelve months is 
perhaps more remarkable for the one item which it omits than for the many 
which it includes; the plan does not involve any reduction in civilian con- 
sumption. Mr. Butler said: 
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It follows that even if we attain the same increase in production as last year, no 
more than the same amount of resources as last year can be spared for the 
ordinary civil consumer at home. I judge that these changes in the distribution 
of our resources are both necessary and sufficient. 


A balance-of-payments deficit of the size facing the United Kingdom at 
present could normally only be met if at least some contribution was received 
from the resources available for civil consumption. That no such contribution 
has been called for is a result of the dilemma which is inherent in the present 
policy of the Government, namely the risk of starting a severe deflation in 
this country. As part of its main policy the Government is relying to a 
considerable extent on an increase in money rates, restriction of credit and 
restriction on the raising of new capital by industry. The Bank rate was raised 
to 4 per cent on Budget day, and the increase has been made effective 
throughout the range of interest rates ; bank advances are more expensive and 
more difficult to arrange; hire-purchase finance is restricted ; building societies 
have raised their interest rates; and the highest class of industrial borrower 
would now have to pay at least 5 per cent for new money on a long-term basis, 
even if it had obtained the consent of the Capital Issues Committee, which is 
less easy to come by than formerly. 

This general restriction of credit is designed to limit the domestic demand 
for capital goods and for holding stocks. It is hoped that physical restrictions 
and control of capital issues will limit domestic demand for plant, and thus 
promote the export of engineering products, for which there is still an un- 
diminished demand from overseas, and on which we must rely to achieve a 
net increase in our exports after allowing for the fall in demand for consump- 
tion goods of British manufacture. 


Subsidies and Income Tax 


HE fear which is clearly present in the minds of the Chancellor of the 

Exchequer and his advisers is that the reduction in imports by other 
sterling-area countries, coupled with the credit restriction here, will touch 
off a deflationary movement which may not only create unemployment and 
hardship but reverse the trend of production and thus knock down one 
of the principal pillars which support Mr. Butler’s plan to balance our 
international account. It is this risk which has presumably caused him to 
maintain the volume of goods available for domestic consumption at last 
year’s level. 

In conformity with this policy he has budgeted for a surplus of some £500 
million in the Treasury Accounts for 1952-53, approximately the same as last 
year. In spite of Conservative protests when in Opposition at the high level of 
Government spending, he has not found it possible to make any significant 
reduction in the size of the budget, but he has taken a first courageous step in 
tackling the problem of the food subsidies by a reduction of £150 million per 
annum in the amount provided by the Exchequer for them. The subsidies, 
originally introduced to stabilize food prices during the war, have now be- 
come an uneconomic and inequitable method of tempering the effects of 
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rising prices to the consumer, and disguise from the public the real cost of the 
food they consume. The money saved to the Exchequer on the subsidies has 
mostly been returned to the poorer sections of the community through in- 
crease in children’s allowances and pensions, and adjustments in the incidence 
of income tax which will have the effect of freeing many lower-paid workers 
altogether from the tax. This reduction in subsidies is long overdue and there- 
fore welcome, but it cannot, apart perhaps from its psychological effect on 
people abroad, have any noticeably favourable influence on our basic 
economic problem. Indeed, through rises in the cost-of-living index, which 
automatically touch off increases in wages in certain industries, these changes 
will probably lead to increases in some costs of production. 

The adjustments in income tax, on the other hand, which increase the net 
amount earned from overtime working in industry, may have some favourable 
influence on the volume of production, although no significant effect can be 
expected. But the Chancellor of the Exchequer has probably more than offset 
any advantage he might derive on this score by the introduction of an Excess 
Profits Levy which can only have a discouraging effect on the directive and 
managerial side of industry. The instinct towards taking the profit out of war 
or rearmament is deep-seated, and some taxation to this end was pledged by 
the Conservative party at the general election. But this third attempt to tax 
such profits is certainly, at any rate in its draft form, no improvement on its 
two predecessors. Like all taxes of its kind it will encourage easy but wasteful 
methods, since above a certain level such a high proportion of profits goes 
back in tax; it will penalize firms which by aggressive and efficient manage- 
ment have expanded rapidly since the war and brought down their costs; it 
will attack profits which have nothing to do with rearmament and may indeed 
have been earned from the export trades which the Government is doing its 
best to promote; and it is designed to extract from industry a further {100 
million ina full year, in spite of the fact that many industrial companies already 
find it impossible to retain sufficient profits after taxation to keep their capital 
intact in view of the big rises in the cost of capital replacements, and have to 
finance expansion by raising additional capital from their shareholders or from 
elsewhere. There can be no quarrel with the intention that companies engaged 
in rearmament work should not reap large benefits from it; but a tax which 
achieves this end only at the cost of great inequity in other directions, while 
causing a maximum of trouble and uncertainty, is a bad addition to the already 
too onerous fiscal legislation dealing with the profits of companies. A com- 
paratively minor easement and simplification of Profits Tax does not go far to 
offset the disadvantage of having three separate taxes assessed on such profits. 


Conclusion 
HE general impression which emerges from a study of the budget pro- 
posals is that the Chancellor of the Exchequer is not relying on fiscal 
measures as a major element in economic policy. The changes introduced are 
on the whole helpful to such policy, but it is mainly on the weapons of dear 
money, import restrictions, and control and direction of raw-material supplies 
that Mr. Butler will rely to achieve his immediate ends. 
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Whatever criticism can be levelled against particular features of the 
Government proposals, there is no doubt that short-term reactions have 
been favourable. Import cuts are only just beginning to have effect, but 
the U.K. trade figures for the first three months of 195 2 show a visible deficit 
of only £211 million per month against £237 million for the first quarter of 
1951. The terms of trade continue to move slightly in our favour. Moreover, 
the budget proposals have been followed by a period in which the short 
position of some £300 million built up in the foreign exchange market 
(mainly by the process of delay in remitting money owed to us from abroad) 
has been substantially reduced. Sterling has been strong for most of the time 
and is now quoted above the $2-80 parity with the U.S. dollar; quotations 
for sterling in the various “‘black” and “grey” markets of the world have also 
been firm. The rate of withdrawal from our gold and dollar reserves is now 
much less, and towards the end of March the reserves were actually being 
slightly increased. 

These are, however, essentially short-term developments, and it is much 
too soon to have any confidence that the drain on the central reserves has 
been definitely stopped. Dollar assistance for defence purposes will assist 
our reserves, but it must be several months before the import cuts through- 
out the sterling area have their full effect; and it would not be surprising to 
see a further drain on reserves before the bottom is reached. Nevertheless, 
if circumstances are favourable, the sterling area may achieve a balance 
with the dollar world before the end of 1952, and a further devaluation of 
the pound may be avoided, at any rate for the time being. 

But although we may come to a small clearing in the trees this year, it 
would be a great mistake to assume that we are out of the wood, or even much 
nearer to the edge of it. The lesson of this further crisis in our balance-of- 
payments position, as indeed it was of the earlier ones, is that the sterling 
area, even with $3,000 or $4,000 million of gold and dollar reserves, is com- 
pletely vulnerable to temporary changes in world economic conditions and 
particularly, of course, to conditions in the U.S.A. With the end of Marshall 
Aid and the beginning of interest payments on the U.S. arid Canadian loans, 
the cushion of dollar assistance (apart from a relatively small amount for 
defence purposes) has been withdrawn. We are no less dependent than we 
were on the dollar area for many of our essential raw materials; and a fall in 
the prices of sterling-area raw materials, with a temporary reduction in U.S. 
purchases of them, coupled with a higher volume of imports into the United 
Kingdom and a growing rearmament programme, were sufficient to deplete 
our resources to the level of imminent danger. The consequence of a severe 
depression in the United States would presumably be disastrous for us, even 
though the terms of trade might move in our favour, and give us some relief 
from the burden of high-cost imports. 

The long-term problem therefore remains intractable. The sterling area as 
a whole needs to establish a substantial surplus in its oversea trade, so that 
reserves can be built up to a level which would enable us to weather the storm 
of a real recession in the U.S.A. and a corresponding decline in world trade. 
Inside the sterling area the United Kingdom obviously needs a surplus in its 
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trade with the Commonwealth, through which our sterling debts can be 
reduced or capital investments in those countries undertaken. Although it 
can only have a long-term result, such action could help greatly in reducing 
sterling-area dependence on dollar commodities. In relation to Europe also, 
provided our manufactured goods are competitive, there is a market for them 
with which we could purchase food surpluses and again reduce our demands 
on dollar foodstuffs. 

For the United Kingdom the paramount requirement, for both immediate 
needs and the longer term, is a substantial growth in production, particularly 
in the industries producing capital goods. The effect of a depression in world 
trade is always felt first and most severely on the exports of relatively in- 
essential consumer goods and, in view of the vulnerable position in which the 
United Kingdom now finds itself as soon as world demand for consumer 
goods begins to fall, it is important to increase still further the proportion of 
capital goods among our exports. This will mean further efforts to increase 
the output of coal and steel, and to transfer workers and industrial capacity 
from consumer-goods industries to the metal-using and capital-goods 
trades. This must cause temporary difficulties and transitional unemploy- 
ment, but, as the author of the Economic Survey for 1952 remarks, “this country 
cannot expect to survive in a competitive world without continually adjust- 
ing the pattern of its production to meet changes in overseas demand for its 
exports”. 

There is, of course, the dilemma that our immediate problem can only 
be overcome by expanding exports of plant and machinery and reducing 
capital investment in these things by our industries at home; while if our 
production of engineering and similar products is to increase to meet the 
expanding requirements of rearmament and the export industries, the highest 
possible domestic investment in these things is urgently necessary. There 
cannot therefore be any quick or easy way out of our present difficulties, It is 
probable that civilian consumption will have to be curtailed below its present 
level if the United Kingdom is to play its full part in building up the reserves 
of the sterling area. But in the face of widespread demand for higher wages 
such a cut in civil consumption can only lead to further price inflation, unless 
purchasing power is siphoned off through increased taxation. 

A fundamental disequilibrium in world trade still remains, inherent in the 
fact that the North American continent not only is blessed with adequate 
supplies of most of the essential raw materials but also has the most efficient 
manufacturing and industrial organization in the world. The standard of 
living of its population is already high in relation to the rest of the world, 
but its natural advantages and industrial organization could support a still 
higher general level, which would keep its domestic industry fully employed 
and still make it necessary to import much greater quantities of goods and 
certain raw materials from the rest of the world. 

Since the war the United States has met its credit balance with the rest of 
the world either by government loans or by outright gifts such as Marshall 
Aid. We should always be grateful that the U.S.A. has been far-sighted 
enough, at a time when there was no inducement for its nationals to invest 

P 
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abroad, to keep the wheels of international trade turning in this way, with a 
minimum of political strings attached to its loans and gifts. 

But this is an undesirable solution of the problem. What is required is the 
maximum freedom of trade, so that the great potential domestic demand in 
the United States can make itself felt in the markets of the world and enable 
the non-dollar countries to pay for what they must buy in the U.S.A.; and 
also that the surplus which the U.S.A. will still earn in its dealings with the 
rest of the world will be freely invested in developing the resources of non- 
dollar areas. 

It was in this way that Britain used its surplus in the nineteenth century to 
expand production overseas while building up the standard of living of its 
own people. Conditions now are very different and it is quite understandable 
that U.S. citizens, with so many satisfactory ways of investing within their 
own borders, should be reluctant to risk their money overseas. Nevertheless, 
this is the only long-term solutidn; the economic policy adopted by the 
U.S.A. in the second half of the twentieth century will be of no less impor- 
tance to world economic development than was British policy 100 years 
earlier. 





BRITAIN AND EUROPEAN 
FEDERATION 


(From a Correspondent) 
CONTINENTAL EXPECTATIONS OF MR. CHURCHILL 


HE advent of a Conservative Government under Mr. Winston Churchill 

produced a clarification, which was long overdue, of the British atti- 
tude towards the various projects for European federation or confedera- 
tion. Whatever may be thought of the lack of perspicacity of continental 
students of British politics, or of their unwillingness to reckon with Mr. 
Churchill’s fondness for sweeping historical surveys rather than for narrowly 
legal or constitutional definitions, it cannot be denied that the new Govern- 
ment was greeted with pleasurable anticipation by the partisans of a supra- 
national government for a Europe including Great Britain. It was held in 
particular that Mr. Churchill was the man primarily responsible for launching 
the idea of a European army with a European Defence Minister, and that he 
had given no indication that it would not include a considerable British 
element. Indeed some had seen Mr. Churchill himself in the leading réle. 

It was believed quite generally that the suspicion and almost hostility of 
the Socialist Government to all the projects of closer political and economic 
ties with the Continent had been due to its ideological hostility to the main 
governing parties in the West European States, and to its belief that the 
British socialist “experiment” could only be carried out in virtual isolation 
from the freer economies which these parties had instituted in their own 
countries. Now presumably this obstacle had been removed. Furthermore, 
there had been a change of emphasis from the direct “political” approach to 
a “functional” one, believed to be more in accordance with British “empiri- 
cism”. The time was surely ripe for some major step forward along the 
federal road. The feeling was perhaps particularly strong in France, where Mr. 
Churchill is looked upon in some quarters at least not only as the proponent 
of European unity, but also as the statesman who in 1940 offered to France a 
scheme of Anglo-French Union which according to some interpretations 
went much farther than Britain is being asked to go today.' 

It cannot have been easy to disappoint such hopes and to risk a reaction 
which might have the effect of reviving a spirit of “‘neutralism” in Western 
Europe, that is to say of passive resignation in face of the Soviet danger. 
And to this pressure from Europe there was added the fact that the idea of 
“European integration” was one which some leading figures in American 
politics find peculiarly attractive, not only for its alleged merits in the field of 
defence, but also because of the assumption that it would strengthen Western 
Europe economically, and thus shift part of the burden that American tax- 
payers are finding increasingly irksome. 

It would have been simplest perhaps to pursue delaying tactics, to profess 
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approval of the principles involved and wait until the difficulties showed 
themselves more clearly. But this was not an academic question. The dangers 
which had brought the notion of European federation to the fore are 
genuine dangers, and if the right remedies are to be found, and that quickly, 
all equivocation is harmful. The impossible solutions must be set aside if we 
are to agree on possible ones. For this reason, no doubt, Mr. Churchill and 
Mr. Eden chose their visit to the United States and Canada to make the 
British position plain, and to demonstrate that it does not depend upon the 
political complexion of the government for the time being in office. 
Speaking at Columbia University on January 11, Mr. Eden said: 


The American and British peoples should understand the strong points in the 
other’s national character. If you drive a nation to adopt procedures which run 
counter to its instincts, you weaken and may destroy the motive force of its 
action. This is not something you would wish to do, or any of us would wish to 
do, to an ally on whose effective co-operation we depend. You will realize that 
I am speaking of the frequent suggestions that the United Kingdom should join 
a federation on the continent of Europe. This is something which we know in 
our bones we cannot do. 

We know that if we were to attempt it, we should relax the springs of our 


action in the western democratic cause and in the Atlantic association which is 
the expression of that cause. 


Speaking at Ottawa on the 14th, Mr. Churchill made the same point plain 
with regard to the more specific project of a European army. 


We require [he said] to do all in our power to promote a united Europe and 
the design of a European army, including Germany. I have long been an advocate 
of both these ideas. We shall do all in our power to bring them to fruition. That 
does not mean that Great Britain will become a unit in a federated Europe, or 
that her army, already in line upon the Continent, and to grow steadily, will be 
merged in such a way as to lose its identity. We stand with the United States, 
shoulder to shoulder with the European army and its German element. We stand 
under the N.A.T.O. Supreme Commander and we stand ready to face whatever 
aggression may fall upon us. 


It is perhaps significant that it was this passage in his speech that Mr. 
Churchill chose to reiterate in French. 

Finally, in his speech before Congress on January 17, Mr. Churchill 
returned to his theme. Again he spoke of his support for European unity and 
of the determination of Britain and the Commonwealth as well as of the 
United States to help towards it. There was a distinction between “fusion” 
and the “system of grand alliance” created by the North Atlantic Treaty, 
though the latter was no bar to the former for such signatory nations as 
wished it. But as far as Western defence was concerned, it was not the form of 
fusion but the size and character of the armed strength available that mattered. 
Britain could not accept reproaches “from any quarter” on the share she was 
taking. “The British Commonwealth of Nations”, spread all over the world, 
he said, “is not prepared to become a State or a group of States in any 
Continental federal system on either side of the Atlantic.” 

No longer was it possible to be under any illusions as to the nature of the 
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part that Britain is prepared to play in the defence of the free world. And this 
achievement had to be set to the credit of Mr. Churchill’s visit to Washington 
and Ottawa. But it would be a mistake to believe that all criticism would 
henceforth be silenced, or indeed that the project of an external association 
with a united Europe was necessarily feasible. 

Even in this country, Mr. Churchill’s and Mr. Eden’s flat rejection of 
federalism received some hostile comment, though in quarters which have 
been pessimistic about the possibility of British independence, always 
tempted by grandiose projects of a new European order, and always reluctant 
to give proper weight to the dangers for this country involved in such 
schemes. On the whole, there can be little doubt but that informed opinion 
as well as popular sentiment is with the Government on this matter. But 
foreign criticism—both European and American—is of greater consequence. 
We may know “in our bones”, in Mr. Eden’s phrase, that the federal solution 
is not possible for us; we have to convince governments and peoples that 
this knowledge is one that can be reasonably demonstrated and defended. 


The Precedent of 1787 


HE American insistence on the virtues of federation springs from two 

sources. In the first place there is a misreading of American history, by 
which it is suggested contrary to all evidence that the transformation of the 
original Confederation into a fully federal system was the cause of all 
America’s subsequent mighty growth, and that identical possibilities present 
themselves to Europe. In fact, the essential point was that the original 
Confederation was possible; and this was so because of the fact that the 
original colonies, however widely separated, were used to being ruled as to 
their external concerns from a single centre, and had a substantial homo- 
geneity where their internal institutions and habits of political behaviour 
were concerned. There was in fact an American nation; without it there 
would have been no federation; there would hardly have been the Revolution 
itself. Such a sentiment of nationality may be making progress on the Euro- 
pean continent, though perhaps not at the speed that some would like to 
see; but if such a sentiment does exist it does not embrace this country, 
whose main political ties are outward across the seas to the fellow members 
of the Commonwealth. 

It is equally untrue that federation as conceived in 1787 proved a final 
answer to America’s problems. Despite the relative lack of change in the 
actual document itself, the American Constitution has evolved with increas- 
ing rapidity towards a form of government much more centralized than any- 
thing the great majority of the Founding Fathers would have contemplated. 
Nor was this a bloodless matter of court decisions or newly introduced con- 
ventions. The greatest of all civil wars was needed before the Constitution 
took on a form that made possible the fulfilment of the desires of a majority. 
Americans who preach so constantly on the text of what Washington did 
should sometimes be reminded of what Lincoln had to do. It is not merely 
American experience that teaches us that eighteenth- or even nineteenth- 
century federalism is no longer compatible with what a modern democracy 
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demands of its Government—if Europe would have a dictator it could have 
federalism tomorrow like the Soviet Union—there is plenty to learn in the 
history of the Commonwealth. Both in Australia and in Canada the story of 
federal government has been the story of claims by the federal authority for 
greater powers to meet the demands made upon it by the people themselves. 
On the other hand, if we look not at the internal history of the two federa- 
tions within the Commonwealth but at the Commonwealth as a whole, we 
find that the idea of federating its members together in however loose a 
fashion has never found favour among its independent nations, all of which 
have felt that whatever the risks of independence they were worth running, 
for the sake of the energies that only full self-government seems able to call 
forth from a people. 

American champions of federation, whether in its European form or on an 
Atlantic basis, that is including their own country, have lately taken to saying 
that British objections arise from a misunderstanding in Britain as to what 
federalism implies. This, however, does grave injustice to this country and to 
its varied wealth of political experience. We know perfectly well what federa- 
tion means; it means in the U.S.A., as in Australia, the existence of a central 
government that in all but local matters can govern, that can call its citizens to 
the field of battle and make them dip into their pockets to pay its taxes to any 
extent that it thinks fit. Existing governments that enter into such a system 
cease to be anything but local governments, whatever the paper safeguards 
that may be devised. Only on paper can sovereignty be divided. The govern- 
ment at Albany may be content to be only a local government because the 
State of New York is content to have no interests that cannot be pursued 
within the framework of American foreign policy, American defence policy, 
the American tariff and the American fiscal system. For the centre of a world 
system like London such a status is inconceivable. The real confusion of 
minds seems to be among those Americans who put forward such schemes 
without adequate attention to the special position of Britain and the Common- 
wealth. 

Atlantic federation is not of course at the moment on the agenda; there are 
no signs that Congress is prepared to surrender an iota of its responsibilities 
and, if Congressmen sigh federal manifestoes, it can only be in ignorance of 
the fact that in any federation including the United States not only Congress 
but the American Government itself would disappear. For the federal powers 
would have to include almost all those now exercised at Washington, leaving 
room only for the American States. Albany would remain an American 
capital, Washington would cease to be one. 


Federation and Economic Efficiency 


hom more important for the moment is the pressure that Americans are 
likely to exert in favour of Britain’s entering a purely European federa- 


tion. And here there comes into play the second source of their pro-federal 
sentiment, the idea that Europe’s economic problems would be solved or 
largely solved by the creation of a single economic unit in place of the present 
multiplicity of tariff and other barriers. This view is strongly held by such 
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European advocates of federalism as M. Paul Reynaud. Obviously there is 
much to be gained by the economies of scale possible in a large single 
market. But the creation of such a market by the union of previously separate 
economies depends very much on the extent to which they are complementary 
or competitive. In another age one might have been prepared to let the most 
efficient producers knock out their competitors and have stood the social 
dislocation consequent upon the reallocation of resources; but in a series of 
welfare democracies this is inconceivable. The difficulties on a small scale 
have been shown by Benelux; while the Franco-Italian Customs Union seems 
to have remained in the limbo of unrealized projects. It may be that the 
Schuman Plan, which presents another approach to the same problem, will 
have all the success that its sponsors hope for; but many people even in the 
signatory states have wondered what would be the consequences if, in 
the interests of rationalization, the High Authority ventured to recommend the 
shutting of a single mill or mine. Can an international government do some- 
thing which national governments have found virtually impossible? It is not 
only Britain that has the complication of special economic ties with non- 
European territories. Frenchmen who in one breath extol the idea of Euro- 
pean unity worry in the next about the competition of the products of the 
Saar in French North Africa, and wonder how tomorrow they will prevent 
it from being flooded with German products with which they declare them- 
selves unable to compete. 

But even supposing that the countries concerned were prepared to pay the 
heavy price in economic and social upheaval that such a Union would bring 
on the economic side, and the certain exploitation by Communist propaganda 
of the hardships that many would be forced to undergo, it is by no means 
self-evident that Europe’s economic problems would be solved, or that the 
Americans could then, as they hope, relinquish the task of assisting Europe. 

Europeans are to some extent mesmerized by the spectacle of the United 
States with its internal market of 150 million people and its per caput income 
of 1,453 dollars, and point to France with a per caput income of 483 dollars 
for its 414 millions, or to Italy with its 235 dollars per caput income for its 
46 millions. Yet New Zealand contrives with less than 2 million inhabitants 
to maintain a per caput income of 856 dollars, and even in Europe itself 
Switzerland, a country by no means lavishly endowed by nature, maintains 
an income of 849 dollars per caput with an internal market of only 4} millions 
of persons. Whatever the secret of American prosperity it can hardly lie 
simply in the absence of trade barriers. Nor does their absence automatically 
mean a levelling up of conditions through the free movement of goods and 
men. California has a per caput income approaching three times that of 
Mississippi—a difference bigger than that between Belgium and Italy, to 
take the two extremes of the proposed federation. But indeed the contrast 
between northern and southern Italy should be enough to show how fallacious 
are expectations based upon the mere removal of barriers. 

It would of course be foolish to deny—and the work of O.E.E.C. and the 
E.P.U. are proof enough—that the improvement of economic relations be- 
tween the European countries including Britain is both possible and a source 
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of strength, and there may still be room for progress in this direction. Nor are 
further functional organizations of an economic kind necessarily to be ruled 
out. Mr. Eden held out some hope of closer association with European 
organizations when in his speech on March 19 at the meeting in Paris of the 
Committee of Ministers of the Council of Europe he suggested that instead 
of the Council’s working to transform itself into some kind of quasi-federal 
body its organs should provide the institutions called for under the Schuman 
Plan, the European Defence Community and any other bodies that might be 
created of a similar structure and membership. In that case ways might be 
found for associating countries like the United Kingdom with the parlia- 
mentary and ministerial institutions of the European community as well as 
with their executive organs. But such functional bodies cannot be thought 
,of as removing from the national governments concerned the primary re- 
sponsibility for the welfare of their peoples. It is not a burden that can be 
shifted, and indeed much that needs to be done—in the fiscal field, for instance 
—is so intimately interwoven with the very stuff of national politics that 
it is hard to see once again how a supra-national government, necessarily 
evoking less instinctive loyalty, could succeed where national governments 
have proved themselves too weak. Here, too, the American analogy is funda- 
mentally fallacious. It is true that the original federal scheme was designed 
to remedy what its advocates thought were weaknesses in the existing State 
governments. But the weaknesses were those of action, not of inaction. 
These governments, or some of them, were pursuing policies, particularly 
fiscal policies, which were considered dangerous to financial stability and 
hence to the special interests of the propertied classes, who were on the 


whole the dominant factor in the demand for change. They did indeed under 
the new Constitution get restrictions upon State action in this respect en- 
forceable by the federal power. But can one imagine such a situation in 
contemporary terms? Could one imagine, for instance, a right-wing federal 
government of Europe insisting successfully that France (or Britain if she 
took part) financed some measure of rearmament or some common invest- 
ment programme by cutting down social-security benefits ? 


The Strength of National Feeling 


T is necessary to state brutally the fact that where the bread and butter of 

politics are concerned there is the gravest doubt not merely whether the 
British electorate but whether any European electorate would agree to a real 
transfer to an external authority of the fundamental powers over currency, 
credit, fiscal and social policy. The argument is sometimes advanced that 
a referendum should be taken to settle the matter: but the history of the 
“peace ballot”, to look no farther, is a good enough example of the fact 
that assent to general propositions on a ballot paper is no proof of assent to 
the practical results which would come from putting them into operation. 
Nor is it an answer to say that, anyhow, economic sovereignty has been lost 
because of the dependence of all of us upon the goodwill of the New World. 
There will still be differences of opinion as to how American assistance 
should be allocated and spent; and countries will still wish to be in a position 
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to press their own claims. America has influence; but, as George Washington 
pointed out, “influence is not government”. 

What is real in the present drive towards European institutions is the 
problem of defence, and the fact that this problem has a double aspect. 
There is the simple and primary problem of creating enough strength to 
deter possible Russian aggression or to assure its swift defeat if it were never- 
theless to be attempted. There is the secondary problem, more appreciated 
on this side of the Atlantic than on the other, of how to create this strength 
without reviving an independent German army at the service of an inde- 
pendent German foreign policy—which could only be a policy directed 
towards German unity. 

The dialectic which has led to the present situation is not hard to see. The 
Americans threaten to rearm Germanyas the only method of shifting from their 
own shoulders some of the burden of Western defence. The French recoil in 
justified horror, but, fearing to reject the proposal outright, try to rob it of 
its terrors by creating a European army in which the German contingents 
will be dispersed and unable to act independently of the European command, 
which will have at its sole disposal the main services which the fighting 
elements would require. As a secondary benefit, it is hoped that through 
common training a European esprit de corps might be formed, so that one 
might actually get German officers capable of thinking in other than narrowly 
nationalist German terms. But for greater safety a political superstructure is 
proposed, which since it would control both foreign policy and defence 
would be a super-government: such was the Pleven Plan. 

Britain early made it clear that her own participation would not be forth- 
coming, but that she wished well to the scheme. Let the Supreme Commander 
under N.A.T.O. have at his disposal three armies: the American army in 
Europe; the British army on the Continent; and the army of the European 
Defence Community. 

Events subsequent to Mr. Churchill’s American visit have shown that the 
mind of the Government was not altogether closed to some form of associa- 
tion with the European Defence Community that could reassure the French 
in particular about the British attitude to possible future eventualities con- 
cerning which they had legitimate fears. The possible nature of such an 
association was revealed in a Government statement of April 15, which pro- 
posed a treaty under which, so long as Great Britain remained a party to the 
North Atlantic Treaty, she would come to the aid of any member of the 
Defence Community who might be attacked, and would receive reciprocal 
guarantees from its members. 

Unfortunately it does not seem at all probable that the argument will come 
to a full stop at this point. There is the objection of the Benelux countries 
about being too intimately tied up with any organization in which Britain 
is not a full partner. This has already led to a watering down of the original 
Pleven Plan. More important are the French objections. These take two 
forms. First, there is the feeling that France alone cannot be sure of keeping 
Germany under control, particularly while so much of her strength is being 
spent on the common task of anti-Communist defence in the Far East. The 
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French are increasingly unsure that the way to avoid the perils of an alliance 
with Germany—the first American proposal—is to enter into a union with 
her. To what adventures might not a rearmed Germany commit her? 
France, like the rest of the Western countries, including Britain, asks nothing 
of Russia but to be left in peace. No German government can ask so little. 
Or if Germany once rearmed were to break away from the European Defence 
Community, what would Britain’s position be, even with the proposed 
guarantee ? 

The second objection is that under such a scheme Britain would be directly 
represented in all discussions at the highest, that is the tripartite, level, 
whereas France would be represented only indirectly through a European 
delegate. This has obvious practical dangers, but the objections raised also 
reveal that national amour-propre is not dead in France. For there are such 
objections based on the simple point that Britain asks for a special status in 
world affairs which she is not prepared to grant to France. 

This criticism is almost certain to be evoked by such a remark as Mr. 
Churchill’s in his broadcast on May 3, when he returned to his favourite 
image of Great Britain as the centre of the three interlocking circles of the 
Commonwealth, the Anglo-American partnership and the European com- 
munity. The tripartite scheme cannot be publicly urged upon the French 
without some danger of weakening Anglo-French solidarity. What is im- 
portant in relation to France and indeed to the whole free West is to make 
it plain that Britain intends to go on being fully committed to the joint 
defence, that neither the situation of 1939 nor that of 1940 is to be allowed 
to occur again. But for German objections about inequality of status, this 
might be met by placing the representation of European interests at the tri- 
partite level permanently in French hands. It is certainly worth exploring 
whether there are not other forms by which Britain could guarantee not 
merely, as proposed, her continued “‘presence” where warding off the Russian 
danger is concerned, but also her willingness to intervene in France’s interest 
whenever the eventual German danger makes itself felt. Certainly, if there is 
to be a European army, there could be some more intimate association 
between it and the British units on the Continent. There is certainly no 
obvious reason why there should not be British participation in the proposed 
European staff college, and in planning and supply. 

Finally there is the question of convincing our European friends, and the 
French in particular, that the Commonwealth is not simply a real or ostensible 
brake on British action, and a rival claimant for British resources, but that it 
too presents a definite contribution to the common defensive task. It would 
also be helpful to demonstrate that the practice of continuous consultation 
which is the secret of Commonwealth cohesion is real and useful. Possibly 
one might envisage the Strasbourg Council of Ministers having an observer 
at the various conferences between Commonwealth ministers at which our 
problems are discussed. Some gesture of constructive statesmanship is called 
for to follow up the bold pronouncements of the Prime Minister and the For- 
eign Secretary. It is for Britain to explain to the rest of the free nations that 
the problem is to sink our differences, not to sink our identities. 
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The following article is a reply to the preceding, and neither is intended to express the editorial 
policy of THe Rounp Tas ie. The issue of principle between the writers is similar— 
though the subject-matter is different—to that which was debated in a series of articles in 
THe Rounp TABLE in 1948 and 1949, some of which were reprinted in a pamphlet 
entitled Two Views of Empire. The author of Britain and European Federation is 
a guest contributor. The author of The Real Issue has been associated for many years with 
the conduct of THe Rounp Taste, but writes now for himself and not for his colleagues.) 


HE primary question which THE Rounp Tas zz has to discuss is whether 
war can be prevented once for all unless free nations merge their 
sovereignties in one international sovereignty. Champions of national sove- 
reignty oppose such a step on principle, while others think it needless to 
discuss the principle because sovereign states will refuse to surrender their 
sovereignty. The issue between those who say that this should not or cannot 
be done, and those who say that it must and can be done, belongs to the 
strategic order. The article on “Britain and European Federation” raises a 
question that is merely sactical. The following pages deal for the most part 
with the strategic question. 
When on page 213 the writer speaks of “Mr. Churchill’s and Mr. 
Eden’s flat rejection of federalism”, he is thinking of the question whether 
Britain should join in a European federation. One gathers, however, that the 


writer is one of those who believe that national sovereignties must be main- 
tained. He goes on to say: 


There can be little doubt but that informed opinion as well as popular senti- 
ment is with the Government on this matter. ... We may know “in our bones”, 
in Mr. Eden’s phrase, that the federal solution is not possible for us; we have to 
convince governments and peoples that this knowledge is one that can be 
reasonably demonstrated and defended. 


On November 22, 1945, Mr. Eden, who had been Secretary of State for 
Foreign Affairs in the Coalition Government under Mr. Churchill, said: 


We should make up our minds where we want to go. In this respect I know 
where I want to go. I want to get a world in which the relations between nations 
can be transformed in a given period of time—we cannot do it ina short period— 
as the relations between this country and Scotland and Wales have been trans- 
formed. 


Next day Mr. Bevin, Secretary of State for Foreign Affairs, said: 


I agree with the rt. hon. gentleman that the coming of the atomic bomb and 
other devastating instruments has caused offensive action to jump ahead both 
of defence and of the machinery of diplomacy, and the instruments capable of 
settling world affairs. He had a remedy with which I heartily agree. .. . Iam 
willing to sit with anybody, or any party, of any nation, to try to devise a 
franchise or a constitution—just as other great countries have done—for a world 





220 THE REAL ISSUE 


assembly, as the rt. hon. gentleman said, with a limited objective—the objective 
of peace. 


Mr. Bevin was followed by Sir Arthur Salter, who said: 


This House and the world will realize that far and away the most important 
feature of this debate has been what the Foreign Secretary has just said and what 
his predecessor said yesterday about the merging of national sovereignty. I pro- 
foundly and passionately agree with what they said. 


Sir Arthur Salter is now a member of Mr. Churchill’s Government. 

On May 14, 1947, Mr. Churchill addressed a crowded meeting at the Albert 
Hall with the Archbishop of Canterbury in the Chair. Mr. Churchill said: 
“There are several important bodies which are working directly for the 
federation of the European States and for the creation of a federal constitution 
for Europe. I hope that may eventually be achieved.” 

On August 4, 1947, when addressing at Blenheim Palace a West Country 
Conservative rally, he said: 


I commend the cause of United Europe to the Conservative and Unionist 
Party in Great Britain. This is not a party scheme. It is one to which all parties 
in our island should and will subscribe. I was very glad that Mr. Bevin said in 
the House of Commons that he had supported the idea many years ago. Let him 
support it now, for now is the appointed time. 


On October 28, 1948, in the debate on the Address he said: 


To imagine that Europe today is ripe for either a political federation or a 
customs union would be wholly unrealistic. But who can say what may or may 
not be possible in the future? 


The writer of ‘Britain and European Federation’ speaks of Mr. Churchill’s 
and Mr. Eden’s flat rejection of federalism. A Prime Minister who has to hold 
together some party men set on maintaining national sovereignties side by 
side with men like Sir Arthur Salter may be driven to say different things on 
different occasions. When a Prime Minister has a narrow majority and has to 
keep reactionaries as well as men of wider outlook together, this is specially 
so. If behind such inconsistencies we wish to know the objective on which 
his mind is set we are more likely to find it in such speeches as those quoted 
above, and still more im such a pamphlet as One Way to Stop a New War, 
written with care after long reflection. 

The article under review says on page 2*3: 


The American insistence on the virtues of federation springs from two 
sources. In the first place there is a misreading of American history, by which it 
is suggested contrary to all evidence that the transformation. . . into a fully federal 
system was the cause of all America’s subsequent mighty growth, and that identi- 
cal possibilities present themselves to Europe. In fact, the essential point was 
that the original Confederation was possible; and this was so because of the fact 
that the original colonies, however widely separated, were used to being ruled 
as to their external concerns from a single centre, and had a substantial homo- 
geneity where their internal institutions and habits of political behaviour were 
concerned, 
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The records of the Congress of Philadelphia, The Federalist and other 
contemporary pamphlets show that fear lest the sovereign states should drift 
into war with each other was the thing that more than anything moved the 
Congress to agree on a federal constitution. The writer of the article doubtless 
had this in mind when on page 213 he says: 


It is equally untrue that federation as conceived in 1787 proved a final answer 
to America’s problems. Despite the relative lack of change in the actual document 
itself, the American Constitution has evolved with increasing rapidity towards a 
form of government much more centralized than anything the great majority of 
the Founding Fathers would have contemplated. Nor was this a bloodless matter 
of court decisions or newly introduced conventions. The greatest of all civil wars 
was needed before the Constitution took on a form that made possible the fulfil- 
ment of the desires of a majority. Americans who preach so constantly on the 
text of what Washington did should sometimes be reminded of what Lincoln had 
to do. 


“Politics is the art of the possible”, and anyone who has lived in a country 
where a system based on the colour bar exists side by side with a free system 
will realize that had Washington and his followers in 1787 insisted on the 
abolition of slavery federation would never have taken place, till the issue 
had been settled in blood. This made it possible for the thirteen states to 
become one nation, and gave time for the federal constitution to take root 
with a majority in them loyal to the United States. As a result, when the slave 
states seceded and Lincoln called upon those faithful to the Union to devote 
their lives and wealth to the task of abolishing slavery and forcing the 
southern states to remain in the Union, the northern majority responded. 
Slavery was abolished and the Union maintained at the cost of a million lives 
and thousands of millions of dollars. This response was in startling contrast 
to that given to Washington when he was fighting for the independence of the 
states. 

The Federalists were right in thinking that under the Articles of Confedera- 
tion North America would have become a theatre of wars more inveterate 
than Europe. Economists also agree that American prosperity would have 
been impossible with a number of sovereign states (from thirteen to forty- 
eight) each maintaining a separate tariff. 

On page 214 the article adds “that in any federation including the United 
States not only Congress but the American Government itself would dis- 
appear. For the federal powers would have to include almost all those now 
exercised at Washington, leaving room only for the American States. Albany 
would remain an American capital, Washington would cease to be one.” 

This is not the conclusion reached by those who have worked on this 
problem since 1942. They would, however, agree when on page 216 the 
article says: 


It is necessary to state brutally the fact that where the bread and butter of 
politics are concerned there is the gravest doubt not merely whether the British 
electorate but whether any European electorate would agree to a real transfer 
to an external authority of the fundamental powers over currency, credit, fiscal 
and social policy. 
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The researches to which reference has been made date from the leave 
groups of men in uniform from all the United Nations which started early 
in 1942. In three years more than 3,000 fighting men passed through these 
groups. Their proceedings and conclusions are recorded by the Oxford 
University Press in a book called World War; its cause and cure, published in 
1945. They were based on a book called Civitas Dei, published in 1936 by 
Macmillans. After peace the conclusions of the leave groups were developed 
in several shorter volumes, a list of which is appended to this article. 

In The Open Road to Freedom, the last of these books, these researches are 
summarized. The most important thing in this short book is the constitution 
for an international state, drafted by Dr. Harold Hanbury, Vinerian Professor 
of English Law, successor of Blackstone upon whose work on common law 
the judicial system of the United States was based. Dr. Hanbury’s draft shows 
how much simpler and easier it would be to end the fear of war and establish 
an unbreakable peace than public opinion has been led to think. If the Presi- 
dent of the U.S.A. or the British Prime Minister invited the governments 
which have signed the Atlantic Pact to meet round a table and discuss how 
to end the fear of war, they would find how much staff work was done and 
ready to their hands. 

In 1946 Mr. Winston Churchill published a pamphlet on One Way to Stop 
a New War which begins as follows: 


Is there never to be an end? Is there no salvation here below? Are we to sink 
through gradations of infinite suffering to primordial levels: 


A discord. Dragons of the prime, 
That tear each other in their slime: 


or can we avoid our doom? 

There is the old story of the Spanish prisoner pining for years in his dungeon 
and planning to escape. One day he pushes the door. It is open. It has always been 
open. He walks out free. Something like this opportunity lies before the peoples 
of Europe today. Will they grasp it? Will they be allowed to grasp it? Will they 
have time ? 

The heart of an old man goes out to all these poor ordinary folk. How good, 
how kindly they are; how helpful and generous to one another in their village 
life; how capable of ceaseless progress and improvement. And here on their 
cottage thresholds stand Science, Invention, Organization, Knowledge—aye, 
and Power, too. Not only are they offered the simple joys which, or the hopes 
of which, have cheered the pilgrimage of Man—food, warmth, courtship, love, 
marriage, a home, little children playing by the fire, the fair fruits of honest toil, 
rest and serenity when life’s work is done. They are offered far more; a wider, 
more agreeable form of existence, conscious and responsible citizenship, the 
career open to talent, a richer and more varied dietary, fun, amusements, happy, 
genial intercourse with one another. 

Such are the conditions which prevail today over the greater part of Europe. 
A horrible retrogression! Back to the Dark Ages, without their chivalry, without 
their faith. 

Yet all this could be ended at a single stroke. Two or three hundred millions 
of people in Europe have only got to wake up one morning and resolve to be 
happy and free by becoming one family of nations, banded together from the 
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Atlantic to the Black Sea for mutual aid and protection. One spasm of resolve! 


One single gesture! The prison doors clang open. Out walk, or totter, the cap- 
tives into the sunshine of a joyous world. 


I do not at all conceal from the reader that an act of the Sublime is required. 


It is a very simple act, not even a forward bound. Just stand erect, but all 
together. 


Mr. Attlee has declared, “Europe must federate or perish,” and he does not 
readily change his opinions. Prominent names could be cited of men in office 
and power in many countries in and out of Europe who hold the same view. 
General Smuts, the South African soldier-statesman-philosopher, has proclaimed 
himself a champion of the idea. Belgium, Holland, Luxembourg have already 
begun naturally and unostentatiously to put it into practice. 


In this pamphlet Mr. Churchill makes his readers feel the bankruptcy of 
mind and soul in those who have learned nothing and forgotten nothing of 
the two greatest disasters which have ever befallen the human race. Blind as 
the fool’s heart, they are set on leading tormented humanity to a third and 
more terrible ordeal. Their idol is the Moloch of national sovereignty, in 
honour of which our sons and daughters are again to pass through the fire, 
and perish. In Korea the cream of our youth are still perishing by thousands. 
Yet the worshippers of this idol insist that a world cut up into more than 
sixty sovereign states must be maintained. 

Lothian was the first leader in practical politics to declare that world wars 
are the inexorable consequence of a world so divided. His bold statement, 
speaking as British Ambassador to the legislature of Virginia, was scarcely 
noticed in his own country, or noticed at all by his own party. Politicians 
were still blind to the fact that we are all facing a world revolution, which 
cannot be ignored and can only be ended by merging national sovereignties 
into one international sovereignty. When 


Things fall apart the centre cannot hold; 

Mere anarchy is loosed upon the world, 

The blood-dimmed tide is loosed and everywhere 
The ceremony of innocence is drowned; 

The best lack all conviction, while the worst 

Are full of passionate intensity. 


So Yeats the Irish poet divined the basic world truth to which, with one 
distinguished exception, politicians who call themselves “practical” are blind 
as bats. 


AppENprIx. List oF BOOKS RECORDING RESULTS OF RESEARCH 


Civitas Dei. New edition published 1951 by George Allen & Unwin. 

World War; its Cause and Cure, Published 1945 by the Oxford University Press. 
War or Peace? Published 1946 by the Oxford University Press. 

World Revolution in the Cause of Peace. Published 1949 by Blackwell, Oxford. 
The Open Road to Freedom, Published 1951 by Blackwell. 
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THE CONSTITUTIONAL CRISIS IN SOUTH AFRICA 


HE successful appeal to the Appellate Division of the Supreme Court on 
the validity of the Separate Representation of Voters Act* has plunged 
South Africa into a constitutional crisis of unprecedented magnitude. The 
passage of the Voters Act was firmly resisted on the ground that it was a 
breach of the pledges of faith on which Union came about. The effect of the 
Appeal Court judgment has been to show that in fact the Government’s action 
was illegal, and the Government has announced that it will pass another 
Act to override the courts and so perpetuate the illegality. Feelings which 
were roused by the original passage of the Act have now been inflamed by a 
fierce controversy turning on the function and independence of the judiciary. 
The legal and constitutional background to this crisis is fairly complicated. 
Under the South Africa Act, the franchise of the Coloured voter was en- 
trenched in the sense that a two-thirds majority of both Houses of Parliament 
sitting together was needed to amend it. Last year, on the passage of the 
Voters Act, by bare majorities in each House sitting separately, the National- 
ists claimed that this entrenchment had fallen away as a result of the passage 
of the Statute of Westminster, which, they asserted, had put the Parliament 
of the Union in precisely the same position as the Parliament of the United 
Kingdom. At the time of the passage of the Statute of Westminster in 1931 
both Houses of the South African Parliament unanimously passed a motion 
making it clear that the Statute of Westminster was being requested on the 
understanding that it did not derogate from the validity of the entrenched 
clauses. The Government’s spokesmen last year denied that this 1931 resolu- 
tion was of any legal or constitutional value on the general principle that no 
Parliament can bind its successor. 

In reply to the argument that this resolution set up a moral if not a legal 
obligation, the Government’s spokesmen declared that there was evidence 
that at the National Convention of 1909 “British pressure” had forced the en- 
trenched clauses on South Africa and that therefore neither they nor their 
reaffirmation in 1931 had any moral force. The Nationalists maintained that, 
technically, the disregard of the entrenched clauses was quite legal, and they 
found powerful support for this assertion in a previous decision of the Appel- 
late Division, the Ndlwana case. 

The Ndlwana case was heard in 1937, a year after the passage of the Repre- 
sentation of Natives Act by a two-thirds majority of a joint sitting of both 
Houses of Parliament. For the appellant, in a rather eccentric attempt to have 
this Act declared invalid, it was maintained that a joint sitting of Parliament 
was inappropriate and therefore the Act was not valid. In other words, the 
Ndlwana case is just the reverse of the recent case—in the Ndlwana case it was 
alleged, not that the protections of the Constitution had been disregarded, 

* See THe Rounp Taste, No. 164, September 1951, p. 388. 
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but that they had been wrongly applied. The Appeal Court of the day, under 
Acting Chief Justice Stratford, dealt very summarily with the whole matter. 
Argument was heard for about one hour and the court dismissed the appeal. 
In its reasons for judgment, subsequently given, it declared that the court had 
no jurisdiction to inquire into the passing of an Act of Parliament because, 
since the passing of the Statute of Westminster, the Union Parliament en- 
joyed precisely the same status as the Parliament of Westminster. 

The Ndlwana judgment made little impression at the time. Its effect was to 
validate the Bill, which had been passed in terms of the entrenchment, and 
nobody at that time ever dreamt that an occasion would arise when that 
entrenchment would be disregarded. 

The judgment, accordingly, was taken as a matter of course and the reasons 
which the learned judge gave were regarded as being only of academic 
interest. When the Government asserted its right to ignore the moral force of 
the entrenchment and its later reaffirmation, Dr. Malan promised that he would 
assure himself also of the legal validity of his proposals by taking the best 
legal advice. He thereupon consulted the law advisers, who gave the opinion, 
based for all practical purpose on the reasons for judgment in the Ndlwana 
case, that the law was with the Government, which went ahead with the 
Coloured Vote Bill. The reasons for judgment in the Ndlwana case were also 
the foundation of the rulings given by the Speaker and by the President of 
the Senate which enabled the Government to introduce the Bill at ordinary 
sittings. 


Judgment of the Appellate Division 


N the promulgation of the Separate Representation of Voters Act, the 
validity of the Act was challenged in the Supreme Court at Cape Town. 
A full bench of judges held that it was bound by the decision in the Ndlwana 
case and dismissed the application. Two of them, however, stated that they 
found difficulty in following the reasons given for the Ndlwana decision. 
The hearing in the Appellate Division in Bloemfontein was before Mr. 
Chief Justice Centlivres and four other of the most senior judges of appeal. 
The case was exhaustively argued by an array of eminent counsel for the 
appellants and the Government, and argument alone occupied six full days. 
The court considered the judgment for a month and gave its finding unani- 
mously in a document of some 20,000 words. The upshot of the finding 
was that the Statute of Westminster had made no difference to the validity 
of the entrenched clauses; that the law therefore required that the Bill should 
have been passed unicamerally and with a two-thirds majority; and that its 
passage bicamerally with bare majorities made it invalid, void and of no 
effect. The court indicated its traditional reluctance to depart from a previous 
decision and therefore examined minutely the reasoning and circumstances 
of the Ndlwana case. It came to the conclusion that in that case the previous 
court had accepted without consideration or argument an assumption made 
by both parties that the Statute of Westminster had impliedly repealed the 
entrenched clauses. The Centlivres judgment found that there was nothing 
to support the contention that the Statute of Westminster had modified the 


Q 
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entrenched clauses by implication. The assumption of this point by the 
previous court and the fact that the point had not been argued made it 
the duty of the later court to reject the earlier finding. It should be made clear 
that the rejection of the Ndlwana finding is of no practical significance as far 
as the Representation of Natives Act was concerned, for the effect of the 
judgment is to validate the procedure with which that Act was passed. 

In the recent judgment the Chief Justice asserted that the court’s function 
was clearly to protect the rights which had been specially protected in the 
Constitution. 


... To say that the Union is not a sovereign state, simply because its Parliament 
functioning bicamerally has not the power to amend certain sections of the 
South Africa Act, is to state a manifest absurdity. Those sections can be amended 
by Parliament sitting unicamerally. The Union is, therefore, through its Legisla- 
ture able to pass any laws it pleases and it would be as false to say that the Union 
is not a sovereign state as it would have been to say that the Republic of the 
Orange Free State was not a sovereign state on the ground that it was provided 
in sec. 26 of its Constitution that no amendment could be made to it save by a 
three-fourths majority of the Volksraad in two successive annual sessions. 


The forcefulness of the judgment and the fact that it was unanimous 
came as something of a sensation. Before the text of the judgment had been 
fully received in Cape Town, Dr. Malan announced that the Government 
would reject the judgment and would take steps to ensure the sovereignty of 
Parliament, as interpreted by the Government, by eliminating the “testing 
right” of the courts. The United party promptly replied to this challenge and, 
although its attempts to have an early parliamentary debate failed, there were 
brisk exchanges in the form of public speeches and the issuing of statements. 
Briefly, the Government maintains that the court’s judgment is a curtailment 
of the sovereignty of Parliament; that it was thus a curtailment of the 
national sovereignty of the Union; and that, in fact, the old struggle against 
“British imperialism” had been resumed. The United party retorted that talk 
of imperialism was nonsense; that the sovereignty of Parliament, as properly 
constituted, and the sovereignty of the Union had never been challenged and 
were in fact upheld by the court; and that the Government, having im- 
morally diminished the voting rights of the Coloured people, were now 
determined to do so illegally as well. 


The Government’s Bill 


HERE was a political truce of some three weeks’ duration as part of the 
Tercentenary celebrations. The constitutional crisis flared up immediately 
the truce ended and there have been some of the bitterest debates in the history 
of the Union Parliament. Outside Parliament there is evidence that the public 
is considerably disturbed by what seems to be the determination of the 
Government to override the courts. The United party has pledged itself, in an 
ad hoc alliance with the Torch Commando and the Labour party, to resist the 
Government’s plans with every constitutional means at its disposal. 
The text of the Bill with which the Government intends to override the 
decision of the Appeal Court has just been made public at the time of writing. 
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It declares, with retrospective effect to 1931 (the time of the passing of the 
Statute of Westminster), that any document purporting to be an Act shall 
be considered as an Act of the Union Parliament, whether it was passed 
unicamerally or bicamerally. It then sets up the members of the House of 
Assembly and of the Senate sitting together as the “High Court of Parlia- 
ment” with jurisdiction to review decisions of the Appeal Court which have 
had the effect of declaring invalid Acts of the Union Parliament. 

The Minister is empowered to appeal from the Appeal Court to the “High 
Court of Parliament”. The first step will be a hearing by a “Judicial Com- 
mittee” of ten members of the “Court”, who need not have legal training and 
who are nominated by the “President”. This committee will report to the 
“Court” which will have the power to confirm, vary or set aside the judg- 
ment or order of the Appeal Court. The decisions of the “Judicial Committee” 
and of the “High Court of Parliament” will be made on a majority of votes 
and its findings are final. 

The United party has declared that it will resist the Bill to the utmost, 
maintaining that, for all its use of the words “court” and “judicial”, the 
“High Court” is really Parliament under another name. The Nationalists 
retort that the will of the people must be sovereign and that it is appropriate 
that, through its elected representatives in Parliament, the people shall have 
the final say on the validity of changes in the law. 

The Nationalists, including Mr. Havenga, who it was thought might 
oppose this extreme step of his colleagues, are determined to go ahead and 
will undoubtedly pass their Bill with a majority of 12 or 13 in the Assembly 
and of 4 or 5 in the Senate. Thereafter there will be another attempt to per- 
suade the courts that this “High Court” is a subterfuge and is merely a device 
for repealing the entrenched clauses by a bare majority. Whatever the success 
of the fight on the legal front, it is certain that the Union is entering on a 
period of political bitterness not experienced since the flag dispute of 1927. 


South Africa, 
April 1952. 





LAME DUCK POLITICS 


THE AMERICAN PRESIDENTIAL CANDIDATES 


T this writing, some two months before the Presidential nominating 
conventions, the probabilities are that General Eisenhower will be the 
Republican candidate, and that he will be elected in November. But this is no 
certainty. The prospect now is that General Eisenhower and Senator Taft 
will enter the Republican Convention with a total of no more than 500 
delegates apiece. It takes 603 to nominate. Which will get the decisive margin ? 
Such few delegates as will be pledged to Governor Warrer: of California or 
President Stassen of the University of Pennsylvania are here included in the 
Eisenhower total. They are already half-way supporters of his. Where will the 
decisive margin come from? Among the Taft group are a number none too 
closely attached to the Senator. A “break” among them might develop which 
would lead to an Eisenhower nomination on an early ballot. 

But this is still rather speculative. A hard core of Taft supporters are very 
devoted to him indeed. There could possibly be enough of them to bring 
about a solid deadlock. In that case there would have to be the usual com- 
promise. Governor Warren is a possible “dark horse” choice in the Eisen- 
hower direction, although the Californian executive is more of a progressive 
on domestic affairs than the general appears to be. If the compromise has to 
be made toward the right, there is still talk of General MacArthur, although 
such an outcome would be most surprising. Paul Hoffman would bea possible 
compromise candidate, but after him the dark horses get very dark indeed. 
The Republican side of the Senate is full of them. 

As to the Democrats, nearly everything depends on the Republican choice 
—which comes first. (The Republicans convene in Chicago literally among 
the stock yards on July 7; the Democrats in the same place on July 21. Each 
will take three days or more to make their decision.) If the Republicans 
nominate General Eisenhower, no Democrat will have much heart for the 
contest, except for his personal prestige, the good of the party, and his hopes 
for 1956. Senator Estes Kefauver, like Ol? Man River, has just kept rollin’ 
along throughout the state primaries. His principal opponents have with- 
drawn one by one—first President Truman, then Governor Adlai Stevenson 
of Illinois. Senator Kefauver defeated Senator Kerr of Oklahoma in several 
primaries. Senator Richard Russell of Georgia, a man of outstanding ability, 
is most unlikely to be nominated, because as a deep Southerner he is com- 
mitted to civil rights policies sharply inimical to the Democratic party in all 
the northern industrial areas. And so Senator Kefauver is ahead, faute de 
mieux. The President is opposed to his nomination, the party organization is 
not enthusiastic about him, but there he is—rolling up delegates in state after 
state. At the convention itself, if there is any half-way acceptable alternative 
in sight, the organization-controlled votes can overwhelm Senator Kefauver’s 
votes. But, again, if Eisenhower has been nominated and the Democratic out- 
look is bleak, Senator Kefauver may have things all his own way. 





LAME DUCK POLITICS 229 


If the Republicans nominate Senator Taft, the Democrats will be greatly 
stimulated to put forth their very ablest candidate. Then the pressure on 
Governor Stevenson to accept nomination will really intensify. He has 
quite definitely stated that he will neither seek nor accept the Presidential 
nomination this year. But any such resolve is relative, and in the face of a 
widespread popular and organizational demand Governor Stevenson might 
yield. His motives for not wishing to run are diverse. An unwillingness to 
face General Eisenhower fruitlessly might seem to be dominant, but his 
friends deny that it is so. They aver that his deep desire to complete his work 
as governor is important, but paramount in his thinking is the conviction 
that he could be of more value to the Democratic party in the next four years 
as Governor of Illinois than as a Chicago lawyer who was defeated for the 
Presidency. Moreover, Governor Stevenson is a most modest and selfless 
sort of person. He is not bemused by the glamour of the White House. The 
Presidential bug has not bitten him. 

Adlai Stevenson is a remarkably well-qualified and balanced man with four 
generations of public service behind him. His namesake grandfather was 
Vice President under Grover Cleveland. The present Adlai served ably under 
Presidents Roosevelt and Truman and was on the American delegation to 
the first organizing sessions of the United Nations. He was elected Governor 
of Illinois by a stupendous majority and has made an excellent record. His 
views are very much like those of General Eisenhower. Were he President, 
he too would be able to strengthen the anti-Communist alliance. His views 
would be perceptive of and understandable to America’s allies. 

The fact that a Taft nomination by the Republicans would perhaps evoke 
this kind of Democratic response is the strongest deterrent in the Ohio 
Senator’s path. There is a widespread feeling that he could not possibly 
win against effective Democratic opposition. Quite probably a majority of 
organization Republicans would prefer to nominate Senator Taft. He is their 
kind. But they also want to win, if they do not have to embrace too unortho- 
dox and unpredictable a candidate. So a good deal will depend on General 
Eisenhower’s own clarification of his views when he returns to the U.S.A. 
sometime in early June. 

The General will be met at the steps of his aircraft with a torrent of political 
questions, some of them of a testing nature, some loaded by his critics. It is 
assured that some of these barbed queries—if answered—are bound to alien- 
ate some of the General’s present supporters. Moreover, it is unclear whether 
General Eisenhower will feel himself free to plunge fully and at once into 
partisan discussion. He may choose to stick to generalities until after the 
convention. Such a course exposes the General to the charge of being still a 
riddle to the electors whose support he is seeking. But it reckons without 
General Eisenhower’s great skill with words. It should be remembered that 
nearly a decade of his military career was devoted to staff work and the writing 
of careful reports. He has made some of the most precise and moving state- 
ments of our time. His talent and judgment at saying the right thing are not 
likely to desert him when the chips are down. But there will be many delicate 
moments, when to dodge would be weakness and to be outspoken would be 
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provocative. The General will face a real test on his return, and if he passes 
it his nomination will be a virtual certainty. 


The Steel Imbroglio 


RESIDENT TRUMAN’S seizure of the steel industry was the climax in a 

series of mistakes. The Government had committed itself to a steel settle- 
ment that was entirely one-sided in favor of the union. Undoubtedly labor 
would have settled for more than this equivalent of its asking price. Probably 
the companies would have paid much more than they had first offered. Had 
the natural forces of collective bargaining been given play, a settlement was 
probable though it would not have been easy. But the Government put its 
authority on the side of labor, the employers were very slow to come forward 
with anything approaching a reasonable offer, and events marched to the eve 
of a strike. 

But it was not necessary for the President to take the legally dubious and 
constitutionally perilous step of seizure to prevent a strike. Acting a little 
earlier than on the night of the strike deadline, he could have invoked the 
Taft—Hartley law and secured a 90-day period of further negotiation. But the 
President, feeling the paramount and undoubted necessity of averting a strike, 
and plainly annoyed at the operators, proceeded to seize the industry and for- 
bid a strike. Labor eagerly complied with the offer and kept on working. 
The employers—though frantically screaming their protests at the dangers of 
Mr. Truman’s precedent—kept right on managing. Labor had plainly ex- 
pected the Government would immediately apply the higher wage rates it had 
already supported. But weeks passed and the same old wages were being 
paid. (By the time this article is read, this impasse will doubtless have been 
broken.) Whatever happens, this grave economic crisis has been very badly 
handled. Unless the Government and labor moderate their position, or unless 
the industry cuts deeply—and perhaps dangerously—into its net earnings, any 
visible settlement can only lead to another upward turn in the inflation spiral, 
with bad world-wide effects. Moreover, the precedent of Presidential seizure 
of a large part of the national economy without specific authority has been 
set. In all previous seizures—as of various industries during the war— 
explicit legislative authority had been given. In this case, only the general 
language of the federal constitution supported the so-called “inherent powers” 
of the President. The constitution merely says : “The executive power shall be 
vested in a President of the United States of America.” He is also appointed 
commander in chief of the army and navy of the United States, and in his oath 
of office he assumes this obligation: “I do solemnly swear (or affirm) that I 
will faithfully execute the office of President of the United States, and will, to 
the best of my ability, preserve, protect and defend the constitution of the 
United States.” Whether such language will be construed by the courts as 
permitting Presidential seizure of the steel industry is quite doubtful. 

The test facing Congress—where a clear majority seems to be hostile to 
the President’s position—is to make clear where the executive authority 
stops. Senator Morse of Oregon has introduced a Bill giving the President 
specific power to act in a crisis like the steel impasse, but also giving Congress 
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power to veto his seizure during an interval of five days. This Bill would 
settle the matter. More extreme opponents of the President have been calling 
out for impeachment, but no such drastic step is remotely likely. There has 
certainly been far less support for Mr. Truman in this matter than in any 
previous labor dispute or economic crisis in his administration. 


An Administration Adrift 


HE current atmosphere very well illustrates what often happens in 

American government during a “lame duck” period. The President has 
lost authority in his party for many reasons, but chiefly because he is not 
running for re-election. There is no longer any effective means of maintaining 
party discipline over the Democratic members of Congress. For some time, 
it is also true, many conservative Democrats have forsaken the President any- 
way. But the situation is now almost hopeless for any measures including 
controversy of a domestic nature. 

In foreign affairs there may well be an adequate majority to support the 
kind of program that has received bipartisan authorization in the recent past. 
However, the sum to be appropriated for military and economic aid in 
Europe is open to great uncertainty. Drastic cuts have been proposed in the 
House of Representatives, and as things now look they might prevail. The 
Senate has usually taken a somewhat more temperate view. In the end, the 
Administration will be fortunate if it gets as much as $5,000 million for 
military and economic aid. There is also pressure to cut national defense 
spending, but this pressure is not so imperious. If the different branches 
of the services do not differ too widely among themselves, undercutting 
one another’s requests and arguments, they should fare reasonably well in 
the end. 

All of this seems to place American policy in a pretty irresponsible posture, 
but it is misleading. In fundamentals, our commitments remain the same, But 
the carrying-out of policy is, in the general phrase, “coming apart at the 
seams”. We are, after all, in the twentieth year of the administration of one 
political party. The party’s leadership is disorganized and uncertain. And 
Mr. Truman himself, after showing considerable moral courage in announc- 
ing his own retirement, has not been at his best in recent statements and 
actions. 

At two recent press conferences Mr. Truman made serious misstatements 
of fact or history. His recollection and his overconfidence both played him 
false. The institution of Presidential press conference is rugged and hazard- 
ous. Once before, in the time of President Harding, the President made a 
serious misstatement on foreign policy, due to faulty information and in- 
experience. Presidents Coolidge and Hoover used press conferences with 
great caution. Their trouble was an inability to use the mechanics of publicity 
to their own great advantage; in this respect, Mr. Hoover lagged considerably 
behind Mr. Coolidge. But when Franklin D. Roosevelt became President, 
he reinstituted the verbal catch-as-catch-can press conference and carried it 
on with great virtuosity for many years. He played on the press conference 
as if it were a Stradivarius. President Truman approached the task with much 
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less polish, but with considerable success. But in these latter days, as the 
atmosphere itself becomes heated and uncertain, his publicity skill has 
slipped. 

It is wrong, of course, to leave the whole press conference idea simply in 
the field of publicity. Actually it is the American equivalent of question time 
in the House of Commons. It constitutes one of the most important and use- 
ful links between President and people, and it can be equally valuable to both. 
But it is up to the President to refuse to answer questions if he wishes, to 
answer only in writing if that is best, and to take plenty of time over his 
answers. Nothing constitutionally valuable is achieved by a verbal duel which 
belittles the Presidency itself. 


The Economic Scene 


CONOMICALLY, the American scene is currently cheerful. While 

there is always the danger that inflation will respond dangerously to the 
continued pressures of munitions production, and of purchasing power, the 
fact is that for some months the most perceptible tendencies have been 
deflationary. Farm prices are off, the textile slump is well known and world- 
wide. The stock market has slipped a little. Taxes are very high, and there 
is heavy pressure on profits. 

Business is expected to get better as 1952 wears on. There is plenty of 
stored-up purchasing power. Savings are extremely high. From 3-4 per cent 
of income saved in 1949, the total has gone to 7-7 per cent expected savings 
in 1952. The figures are from $6,300 million to $17,500 million. This is a 
tremendous backlog of purchasing power and is, of course, an inflationary 
threat of major magnitude. At the same time, the public is also spending more 
heavily than ever before in terms of dollars, for purposes other than “hard 
goods”. It is in terms of automobiles, refrigerators, and gadgets that the 
consumers have become mote cautious. 

In addition to the savings pressure, Congress is also quite likely to remove 
economic controls, or fail to renew them. Present anti-inflational powers 
might almost all lapse by June 30. Rents and some materials may remain 
under control, but wage and salary control is likely to be watered down and 
price control to be very flexible. All of which adds to the dangers of inflation 
some months ahead. However, the capacity of the American economy to keep 
on producing consumer’s goods remains great. Constantly, in the past two 
years, inflation predictions have proven faulty in the face of the throbbing 
production machine. 


National and World Defense 


hooligan and responsible American thinking is somewhat more opti- 
mistic than ever over the chances of avoiding global war. There are still 
many soft spots in our defensive armory. The worst disappointment has been 
in the revealed lags in aircraft design and production—lags which are attribu- 
table to policy in 1945-48, rather than last year or this. The jets which should 
have been equal or superior to Russian Migs should have been on the 
draughting boards six years ago. It is acknowledged that the Russians would 
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be able to bring down any of our conventional-powered heavy bombers. 
Our long-range jet bombers are only now getting into production. 

Despite this situation—perhaps, partly, because of it—it is not felt that the 
Russians are likely to take the risk of launching world war. But on a longer 
view, anti-communist strength continues to mount, and steadily approaches 
the time when it could serve as a genuine deterrent to aggression. 

More than ever, it is the American conviction that we need to keep right 
on steadily helping to strengthen the free world and preserving our own 
essential stability. The trials and turbulences of an election year—and such an 
election year—may well be over by about July 10. If General Eisenhower has 
then been nominated, we may expect a reasonably peaceful and constructive 
campaign, and an extraordinarily interesting and stable transition from one 
party to another. If Senator Taft is nominated, the campaign will continue 
hot and heavy until November, and the transition to the new Administration 
might be extreme. But even in that event, there is much reason to believe 
that Senator Taft, bearing the responsibilities of one of the gravest and most 
sobering offices in the world, would be a considerably different person from 
Senator Taft as a tireless and challenging opposition leader. Speculation is 
idle, but with the weight of rational and experienced advice that would pour 
in on Senator Taft, he might turn out to be far less isolationist and far more 
constructive in world statesmanship than his voting record now supports. 
This is not shallow optimism for the sake of good cheer, but a conviction of 
many close observers. However, General Eisenhower still seems ahead. 


United States of America, 


May 1952. 





RACES AND PARTIES IN MALAYA 


A PEOPLE IN THE GRIP OF FEAR 


7 has been said often enough that the Emergency in Malaya is a political as 
well as military problem. This rather obvious appreciation—how could it 
be otherwise when the insurrection is led by Communists ?—has been re- 
peated a thousand times until it has become as portentous as one of Clause- 
witz’s principles of war. But it is equally true that the Emergency is a military 
problem in that little can be achieved until some degree of protection is 
guaranteed for the majority of the population. Every Malayan knows that he 
can be killed if the local Communist group should so decide, that he will 
almost certainly be killed if he helps the security forces, and that there is very 
little the security forces can do about it. About 2,000 civilians, mainly Chinese, 
have been killed, compared to less than 350 soldiers. Most of them died very 
painfully, and it is often possible to connect a murder with a brave decision to 
resist. This factor, fear, cannot be ignored in any political assessment. It is the 
shifting sand under any attempt to build a political structure. 

There is only one political party in Malaya and that is the Communist party. 
Among the terrorists there may be men who are only bandits, who find a 
certain respectability in thieving and murdering under the red flag, but the 
party has all the strength, fanaticism and selflessness that are the make-up of 
militant Communists everywhere. Dialectic training—because of the isolation 
of the jungle and the time available, their education is thorough—has given 
them a subjectivity that provides a working logic for Communist activity and 
thinking and a defence against propaganda. There are believed to be about 
2,250 fully-indoctrinated, time-tested members of the Malayan Communist 
Party, who in ratio to the population are as numerically strong as the Com- 
munist party of Russia. As in Russia they have accepted the dictatorship of a 
Politburo, without the persuasions of a purge. 

This ideological conformity and strength is supported by the Chinese flair 
for organization. Without proper communications and static bases they have 
for four years maintained an organization defying police investigation and 
military attack. In the Min Yuen (Mass Organization) they have an obedient 
and dedicated following, willing to murder, denounce relatives, and brave 
capture and death to provide the so-called Malayan Races Liberation Army 
with food, weapons, clothing, medical supplies and information, and act as 
propagandists. 

It is further supported by tremendous if diminishing prestige. It was the 
Communist party that stayed to fight the Japanese; it was the Communist 
party that organized the trade unions and first campaigned for reforms. Its 
organization is its main strength, but many of its members demand respect 
as enemies. Many were, and some probably still are, fired by an intense ideal- 
ism; and because of their ideological training they learn to accept murder and 
torture as means to an end. While they thus commit moral and intellectual 
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suicide, this process of self-delusion makes them all the more dangerous. 
For them, a murdered English planter, harmless if prejudiced, human accord- 
ing to instinct and half-forgotten Christian teaching, is not the victim of 
vicious banditry. Instead he is “a high-nosed barbarian mercenary of the 
Anglo-American fascist imperialists liquidated by the heroic defenders of the 
people”. A government communiqué announces that a Chinese rubber tapper 
was beaten to death with tree branches by bandits. The Communist clandestine 
press states, “another bourgeois running dog was punished by our glorious 
peasants’ and workers’ fighters”. Somehow the idealism remains untarnish- 
able by shame. 

There are other Communists who remain aloof from the vicious side of the 
party, and avoid the soul-searchings. Lam Swee was one of them. This ex- 
vice-president of the Pan-Malayan Federation of Trade Unions and ex- 
political-commissar of the 4th Regiment, the Malayan Races Liberation 
Army, surrendered not because he was shocked by these crimes, but because 
his “bourgeois deviationist” tendencies were too strong to accept the party’s 
version of democratic election to the Central Executive Committee. Lam 
Swee, who is now working for the Government’s emergency information 
service, is sincere and selfless; he is also a pleasant, gay young man. He has 
rejected the M.C.P. but he has refused to accept the Government’s version of 
-democracy, although he has been well treated and has made friends with some 
of its officials. He is as confused as the Silones and Richard Wrights, but 
there are many young men in the jungle, equally decent and sincere according 
to Englishmen who knew them before the Emergency, whose Communist 
God has not yet failed. It is these men who work among the Malayan people, 
preaching, inspiring, and every so often deciding that some “obstruction” 
must be eliminated. 


A Political Vacuum 


ATEFUL as it is, the M.C.P. is a powerful movement, selflessly served 

by determined men and women, and compared with it other political 
movements are pallid and ineffectual. In fact, with the Communists in the 
jungle Malaya politically is an almost empty vessel, a vacuum waiting to be 
filled by the Communists should they break through the lid that is the security 
forces. Only the troops and police stand in between, but they have created 
and perpetuated, with the Emergency regulations and the Government’s 
attitude, conditions that stifle the growth of any alternative system to Com- 
munism. The few seeds and nuclei inside the vessel waste away in the 
rarified atmosphere. 

The surrounding countries were all caught up in the post-war revolution- 
ary nationalist movement that swept over a once submissive and dependent 
area, but Malaya can boast only of a few groups with political pretensions 
besides the M.C.P. They are the Independence for Malaya party and the 
various state and settlement Labour parties. All are led by moderate men 
motivated by Fabian ideas, and all are dilettantish without popular support. 
Their obvious weaknesses are perhaps only symptomatic; they have no party 
machinery, and little popular appeal. Their intrinsic weakness is perhaps 
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their readiness to associate with the Government and work with it towards 
political independence. Dato Onn bin Ja’afar, the chairman of the I.M.P., 
is also federal Member for Home Affairs and chairman of the Rural and 
Industrial Development Authority. They are not unlike British trade-union 
leaders who, in accepting the wider and national responsibilities of their office, 
divorced themselves from the restless rank and file—except that the Malayan 
leaders took this step before they won the loyalty and support of the people. 

In Singapore, more sophisticated and worldly wise and with a partly elected 
legislature, there are two parties: Labour and Progressive. Both are in- 
effectual, not only because of the defensive official vote in the Chamber, but 
also because the majority of the electorate are not convinced of the indepen- 
dence of the legislature. Of a potential vote of 250,000, fewer than 47,000 are 
on the rolls and only half of this number went to the polls at the last election. 
Of these the small Indian minority of businessmen and clerks formed a 
majority. Clearly this state of affairs, the apathy of Singapore voters and the 
so-called fence-sitting in Malaya, is the product of fundamental causes. The 
conditions imposed by the Emergency and Emergency regulations, the 
efficacy of Communist intimidation, memories of 1942 and in consequence 
the lack of faith in Britain’s ability to defend the country, are but a few. 
Officially tolerated political movements—and no movement can survive 
otherwise outside the jungle and detention camps—cannot have the dynamic 
appeal of the M.C.P. Political leaders are uncommon in South-East Asia— 
which is one reason why Communism, whose strength springs from organi- 
zation rather than personalities, is so dangerous; and many of Malaya’s 
young men whose very youth, energy or personal ambition would place them 
in the vanguard of movements strong enough to oppose Communism are in 
detention camps. Some have been there for four years. 

Mr. Lyttelton said when he visited Malaya last year that the Malayan 
war is a war of ideas, but ideas have not flourished in Malaya’s colonial 
atmosphere. The Malayan Government has been too ready to believe that 
dependent Asians are ready to fight for the status quo, to accept government 
intentions as war aims—the only advance in popular representation has been 
municipal elections in four Malayan towns—and ideas have been frowned 
upon, ridiculed, or attacked as subversive. 

There are good reasons for the Government to be cautious: most Asian 
political thinking tends to the left, and the Communists could easily penetrate 
the parties. The colonial police are not known for their intelligence and politi- 
cal knowledge, and young Asian socialists with aspirations for independence 
can be mistaken for Communists. Many of them have been, and are now, in 
the detention camps. 

And there are other causes, older, and apparently more tangible, that lead 
many to regard the status quo as desirable. They include : the relative prosperity 
of the country; the State governments that satisfy some of the aspirations of 
most of the Malays; the political introversion of most of the Chinese who are 
constantly reminded of their alien status and confused by developments in 
China; communal antipathy between the Malays and Chinese; and the rela- 
tive decency, honesty and efficiency of the British administration. 
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Thus an atmosphere is created that is suitable for the survival of colonial- 
ism. (Constitutionally, the Federation of Malaya is not a colony; it is a pro- 
tectorate, and the Federal Agreement recognizes Britain and the Malay 
rulers as partners in its administration. But the administration is almost 
entirely British at higher levels, and politically, emotionally and in atmo- 
sphere it is a colony with a lesser degree of political advancement than the 
more backward African colonies.) For the political-minded European it 
is a cloying, almost unmanly atmosphere, but it appears to be acceptable to 
many. It suits the British administrators and business men, the Malays who 
are afraid of the Chinese, and the Chinese who welcome an honest if prejudiced 
administration as a prerequisite for profitable training. Those who are 
articulately dissatisfied, who rightly or wrongly believe that communal amity 
is possible and independence desirable, are a minority who are ignored, and 
Britain could afford to ignore them except that the Emergency cannot be 
won by a colonial administration and foreign troops dumbly accepted by a 
submissive or waiting people. 


Colonialism in a Plural Society 


He the political and military components of the Malayan Emergency 
fuse to defeat the almost purely military effort to destroy Communism. 
Secretaries of State, High Commissioners, officials, and the inevitable para- 
sitical pandits, have all repeated that the war could be won if Malayans would 
only co-operate whole-heartedly with the Government and the security 
forces. And they are right; but always the fear factor, fear of death or mutila- 
tion, looms too large for a people who are not inspired as are the Communist 
enemy. The colonial sta‘us quo is not an attractive objective as the Marxian 
millennium is for the Communists—or political independence for dependent 
Asians. 

This appreciation may possibly be regarded as unfair because it describes 
a situation without giving due consideration to factors and conditions that 
existed before the Emergency, and policies that are altruistic in that they were 
formulated to safeguard the legitimate interests of the Malay community. Cer- 
tainly any account of Malaya would be incomplete without reference to them. 

First, Malaya has a plural society. In the Federation there are nearly as many 
Chinese as Malays, even though the Chinese-populated city of Singapore has 
been constitutionally separated and given the status of a colony. The two 
peoples are entirely different, in culture, religious beliefs, social habits and 
values, and in their attitudes and ambitions. There is now no intermarriage. 
The Malays are generally rural folk, reasonably content with the bucolic 
pleasures of village life. They are said to be lazy—although how rice culti- 
vators can be thus accused is a mystery—and certainly they dislike working 
for employers. They are conservative as are all peasants, and Islam strengthens 
this reserve. They seem to accept their rulers, and the more ambitious limit 
avenues of advancement to government service and the police. Without the 
presence of the Chinese they would probably be satisfied with the present 
constitutional arrangements—although events in Indonesia suggest that 
submissiveness does not guarantee stability. 
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But without the Chinese, and to a lesser degree the Indians, Malaya would 
never have been developed. It would have remained an empty, sullen penin- 
sula, sparsely populated at the river mouths by primitive fishermen. The 
Chinese provided the energy, industry and adaptability without which British 
ambitions would never have been realized. They, with the British, created 
modern Malaya. They first came only to extract the wealth of a new country, 
but not to settle. To return to China was the ambition of all, and because of 
this they at first created no problems. But it is difficult to spend a lifetime in 
a country without striking roots; the first portable life savings gradually 
became holdings, immovable assets that held sons and grandsons in Malaya. 
Pre-war slumps sent many of the poorer ones scurrying back to China, but 
always they returned—and with their women. Families were united in Malaya, 
the memorial tablets of their ancestors came too, and with a sudden rush— 
the war years when there was no contact between the two countries were the 
last lap—most of the Chinese in Malaya became Malayans. Today the majority 
are Malayan-born. 

But this physical and sociological fact was ignored by the British admini- 
stration. Officially the Chinese remained aliens without rights. A special 
government agency, the Chinese Affairs Department, was supposed to look 
after them, but otherwise the administration was concerned only with the 
Malays. The vast majority of the Malayan Civil Service are expected to learn 
only Malay. In Singapore, even since it became a colony, the same arrange- 
ments have remained. The Chinese Affairs Department looks after 85 per 
cent of the population, while the Government concerns itself with the small 
Malay minority. No Chinese can be a Malayan national—sovereignty is 


vested in the rulers—and less than 300,000 have successfully applied for 
citizenship, an almost meaningless device rather like a local Nansen passport. 
The remaining 2,000,000 and more have as much status as a displaced person. 
No Chinese are accepted for the administrative service. 


The Legacy of Past Errors 


HIS confused and patently unfair situation is the consequence of 

British policy—Malaya for the Malays—based on treaties between 
Britain and the rulers, and on the much advertised need to “protect” the 
Malays from the Chinese. The latter argument springs from Chinese economic 
domination, and the fear that it will eventually reduce the Malays to a servile 
community. As such there was much to commend British policy as an ad- 
ministrative measure to gain time for the Malays to adjust themselves to 
changing conditions. The time was made available, but little was done to 
help the Malays to adjust themselves. As a community they were, and still 
are, not entirely ““defenceless” in the economic struggle; they hold most of 
the land and much of the raw materials—4o per cent of the rubber production 
is in their hands—but because of the feudal structure of the states the ordinary 
Malay did not get a reasonable share, and the wealth of the rulers and states 
was not used productively. In spite of protection and a government that 
devotes most of its energy to their welfare, the ordinary Malays remain small- 
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holders or subsistence rice cultivators, impoverished by exhausted land and 
the demands of inheritance, and beggared by money-lenders. 

The administrative measure failed because of inaction, but with time it 
assumed the halo and sanctity of a dogma and a sacred trust. With it grew the 
prejudice of most of the British administrators in favour of the Malays. The 
Chinese became “‘a lot of —— Chinks”, a judgment that the writer has many 
times heard passed by government officials. The Malays, apparently, were the 
only people you could trust—in spite of their record during the Japanese 
invasion, and the behaviour of the Malay police in the Singapore riots. Thus 
the errors of the past were firmly entrenched behind a solid wall of official 
prejudice. 

Obviously something must be done for the Malays, and Mr. Lyttelton, 
Secretary of State for the Colonies, has devised the framework of a new policy 
that is certainly more intelligent than previous attempts. General Sir Gerald 
Templer, the High Commissioner, has also recognized some of the injustices 
done to the Chinese, and because of his remarkable energy it is safe to assume 
that something will be done. But the need for a comprehensive and impartial 
study of conditions in Malaya is urgent. It must be recognized that five 
million Asians, confused and made restless by the historic events of the last 
ten years, cannot be imprisoned in a kind of political limbo for the alleged 
benefit of one community. An intelligent, hard-working and proud commun- 
ity such as the Chinese are not going to accept their present subordinate 
status much longer. Already their discontent is obvious, and the undertones 
can be heard everywhere. Some have already joined the Communists, others 
help the terrorist bands because they see little sense in exposing themselves 
and their families to death and mutilation for a government that refuses to 
treat fairly with them. 

This is the background that is overlooked when the Chinese are accused of 
being disloyal. They are denied a country, a flag, a symbol, to be loyal to, 
and tragically enough at a time when the majority of them are people without 
a country. Among the Malayan Chinese are supporters of the Kuo Min Tang 
and others whose affection for their homeland persuades them to accept the 
Peking régime, but the majority would become loyal Malayans if they were 
given the opportunity. 

As a consequence Malaya today is a confused country. Previously this 
confusion, this communal defensiveness (it is not necessarily enmity), 
created conditions in which a colonial régime could survive happily enough— 
as long as enquiries were not made underneath the blank surface of apparent 
acceptance. But the Emergency, and the reaction to it of the majority of the 
people, destroyed for ever the old fictions that bred official complacency. To 
state that the Emergency cannot be won without the help of the people is 
only a military appreciation of a political situation. The people have not 
helped because they see few reasons why they should court death for a cause 
that is not intimately theirs. The old problems, a plural society and unequal 
economic strength of the communities, remain; and unless the situation is 
realistically accepted it will continue, as will the Emergency. It rests with 
Britain to take the lead. 
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“ROREIGN AFFAIRS 


a. Foreign Affairs debate, postponed owing to the death of the Sover- 
eign, was concluded on February 26. The Opposition concentrated on 
the point that the Prime Minister had either made, or been understood to 
make, different statements in Washington and in London about the attitude 
of Her Majesty’s Government towards China should a truce in Korea be 
arranged only to be broken. The Socialists claimed that the Washington state- 
ment was a good deal more belligerent in that it threatened “prompt, resolute 
and effective action”. Mr. Morrison supported his argument with an inter- 
minable series of extracts from American newspapers and a highly irrelevant 
defence of his own speech at the Scarborough Labour Party Conference, 
which launched—so Conservatives believe—the war-mongering campaign 
used effectively last October. It was not one of Mr. Morrison’s better per- 
formances and the Prime Minister, rising to follow, described it accurately as 
“a weak, vague, wandering harangue”. Genially Mr. Churchill went on to 
twit the Socialists both for their progress towards the production of an atomic 
bomb and for their modest skill in concealing their successes from the House 
of Commons and from the electorate. Though effective debating this was 
routine stuff. There was no hint that the Prime Minister had his own atom 
bomb in reserve. He turned to China. On several occasions last year it 
appeared that the United States had asked the British Government what 
military action they would support in certain eventualities. Then came these 
words: “On the first occasion in May of last year, before the truce negotia- 
tions began, the right hon. Gentleman the late Foreign Secretary replied to an 
inquiry that His Majesty’s Government had decided that in the event of heavy 
air attacks from bases in China upon United Nations forces in Korea they 
would associate themselves with action not confined to Korea.” 

A roar of delight and incredulous laughter burst from the Tories. The 
Socialists looked at Mr. Attlee and Mr. Attlee looked at his doodles. Mr. 
Bevan was the first to recover, claiming that the Prime Minister had quoted 
from State papers and must lay the papers before the House. A series of 
points of order were raised, until Mr. Herbert Morrison made matters worse 
by confirming that it had indeed been agreed to retaliate on Chinese airfields 
if attacks from there were launched on our troops. There was no more to be 
said. The debate went on until ten o’clock. The vote of censure was rejected. 
But nothing mattered after that simple, devastating quotation. 

The debate had important political consequences. The Left Wing press— 
with the exception, of course, of the tied Daily Herald—condemned the 
Opposition leaders for their stupidity in staging a debate when they must have 
known that the Prime Minister had knowledge of, and would reveal to the 
House, the details of their earlier commitment. The Bevanite faction were 
strengthened in their determination to offer open challenge in a major debate. 





UNITED KINGDOM 241 


Their opportunity came in the two-day Defence debate on March 5 and 6. 
Long arguments raged in what were officially private meetings of the Parlia- 
mentary Labour party as to the form of motion they could accept. The 
members of the last Government could scarcely object to a motion which did 
no more than take note of the White Paper on Defence and of the continuity 
in defence policy with the late Socialist Government. They could think of 
nothing better than a rider to the effect that Her Majesty’s present Govern- 
ment were not competent to carry out their defence policy. This rather 
pathetic attempt at compromise failed, of course, to pacify the rebels. Indeed 
Mr. Crossman, an eloquent lieutenant of Mr. Bevan, who deployed his case 
against his own Front Bench, said that this was the one thing the Govern- 
ment were competent to do. The debate interested no one: the division was 
what mattered. On the Opposition amendment Mr. Bevan and his followers 
abstained. When the main question was put the official Opposition, in their 
turn, abstained and the Bevanites voted. Fifty-seven went into the lobby 
against the Government, and equally, of course, against their own party. 
Probably the figure includes a few pacificists who will not always follow Mr. 
Bevan as their leader. Even so, his strength grows. And yet somehow his 
triumph seems farther away. The hard core of the Labour party is solidly 
against him. In the next few weeks, and particularly at Whitsun when the 
trade unions hold their annual conferences, it seems certain that a determined 
drive will be made to mobilize union opinion against Mr. Bevan. He will 
have some successes. Indeed already the shopworkers’ union (U.S.D.A.W.) 
has been swung into his camp by its President, Walter Padley, a young 
Socialist M.P., despite fierce opposition from Alfred Robens, who succeeded 
to the Ministry of Labour when Mr. Bevan left the Socialist Government last 
year and is a strong dark-horse tip to follow Mr. Attlee as Leader of the party. 
But most of the powerful unions have not yet spoken. 


The Budget 


» AFTER a postponement of one week Mr. R. A. Butler opened his budget 

on March 11. Much of the prescription was as expected, although the 
dose seemed less severe. Mr. Butler contemplated an above-the-line surplus of 
over £360 million and, taking into account trends for the future, estimated his 
surplus on a conventional basis of reckoning at £538 million for the coming 
year. “The Exchequer”, said its Chancellor, “in a narrow sense, is thus doing 
well”. An able analysis—mercifully briefer than those that Sir Stafford Cripps 
and Mr. Gaitskell used to inflict on the House—followed of the severe 
deterioration in our affairs in the latter part of 1951. The emergency action 
taken in November and January and not yet fully effective was reinforced by 
further import cuts amounting to £100 million. The unhappiest sentence in 
Mr. Butler’s speech referred to the action taken by Australia. His words were : 
“Over the weekend the voice of Australia has rung clear.” This, no doubt, is 
true. Equally it is true that in the year from July 1951 to June 1952 Australia 
had spent £1,250 million on imports and only earned £660 million from 
exports. Beyond doubt drastic cuts had to be made. All the same these 
measures had very severe effects in Lancashire and gave a firm downward 
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push to the textile recession. It meant, too, many broken contracts, and the 
Opposition were not slow to seize on what appeared to be a failure to co- 
ordinate economic policies at the meeting of the Commonwealth Finance 
Ministers in January. Mr. Butler announced a new conception of the pur- 
chase tax and accepted the recommendations of the Committee appointed by 
the Socialist Government, whose chairman was Sir William Douglas. The 
effect of these changes, which were designed to help our exporters in foreign 
markets, is of little significance to the budgetary position this year. Mr. 
Butler took pride in being able to reduce, in terms of resources, Government 
civil expenditure by more than £50 million. 

The next step was to reinforce the monetary policy which was one of his 
first concerns last October. From 2} per cent the bank rate was raised to 4 per 
cent, although now, as before, the Government continued its policy of 
cushioning house-building against any increase in rates. It is easier to defend 
this policy politically than in logic. An important part of Mr. Butler’s state- 
ment that in fact pleased nobody was his proposal for the excess profits levy. 
The undertaking to introduce such a levy had appeared almost as an after- 
thought at the last election, and clearly its implications had not been fully 
examined. The new levy is to be charged on the amounts by which current 
profits exceed standard profits, taking the average of the three years 1947 to 
1949. The rate was to be 30 per cent net. It is almost certain that this proposal 
will be modified in Committee. In particular the choice of the base years 
seems unfortunate for a number of industries, particularly, perhaps, those 
concerned with rubber and tin in Malaya. Mr. Butler’s only major proposal 
for raising new revenue was a heavy increase on oil, made necessary in part 
by the loss of oil from Abadan. This was estimated to bring in £66 million in 
a full year. In a tense silence Mr. Butler turned to the food subsidies. He 
claimed that we could no longer justify our present level of subsidizing food, 
and he put forward again the doctrine that the Conservatives had urged so 
often in Opposition, that the food subsidies were an inefficient form of social 
service in that they subsidized millionaire and pauper alike. Almost casually 
Mr. Butler announced that the food subsidy figure was to be reduced from 
£410 million to £250 million. Mr. Butler estimated that the cost of this and 
other food price rises in contemplation would average about 1s. 6d. per 
head per week. Since, however, he reached the conclusion that he need not 
reinforce his budget surplus, there was clearly a good deal in the kitty to be 
given away. From now it was downhill all the way to a rising crescendo of 
Tory cheers and to increasing gloom on the Socialist benches. 

Family allowances were up by 35. National insurance benefits were increased 
by 6s. 6d. for a single man on the basic scale and by 125. for a married couple. 
There were to be better war pensions, better industrial injury benefits, better 
pensions for those retired from the public services. It seemed impossible that 
he could do more. But he turned also to remodel the income tax. The earned- 
income relief was increased, and changes were made in the incidence of tax so 
that the standard rate did not become payable for a married man with two 
children until his income reached {£19 10s. a week. These proposals were 
made deliberately to encourage overtime work. 
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Before the House had recovered from all this Mr. Butler slipped into a 
brief peroration and sat down. The Tories did not attempt to conceal their 
delight and the Socialists did their best to conceal their despondency. How- 
ever, by next day the Socialist party had recovered. A series of Labour calcula- 
tions by Mr. Gaitskell sought to prove (which indeed must be admitted) that 
some people would be worse off. The budget was to be damned as a budget 
to help the rich and to soak the poor. The immediate reaction of the people 
in the country, as shown by a gallup poll, was overwhelmingly favourable, 
but a few days later Socialist propaganda, and perhaps genuine second 
thoughts, had had their effect, and Mr. Butler’s popularity was a good deal 
dimmed. All the same he had done much to hearten his party and, incidentally, 
had forced himself into the running with Mr. Eden for the succession to Mr. 
Churchill’s crown. 


The Textile Recession 


N the Second Reading of the Consolidated Fund Bill a debate took place 

on the textile position. The debate lasted from 2.30 p.m. in the afternoon 
of March 26 until after noon the following day. The discussion reached and 
maintained a remarkably high level. The textile depression from which we 
are suffering is, of course, only a part of a world-wide recession in the textile 
trade. Japan and America, for example, are equally affected. Looking back it 
is clear now that the artificial stimulus given by United States stock piling in 
the early months of 1951 helped to stave off the end of the sellers’ market 
which had been threatened for some time past. The markets of this country 
and of the world became saturated, first with woollen, then with cotton, then 
with rayon goods. On the face of it the unemployment in the textile areas is 
not particularly serious. It averages about 5 per cent as against a general 
average of 2 per cent for industry. But there is no question that these statistics 
understate the gravity of the problem. There is widespread short-time working 
and the statistics conceal a very considerable variety of employment levels. 
There are many small towns and villages in Lancashire and Yorkshire almost 
wholly dependent on one or perhaps two mills, and in these areas the level 
of unemployment recalls the worst years of the thirties. Diagnosis of the 
problem was easy enough, prescription much more difficult. 

From both sides of the House came the demand that the Government 
should reduce or abolish purchase tax on textiles. This would cost some 
£80 million; and already the shops are stocked with unsaleable goods on 
which no purchase tax is charged. After pressure had been continued for a 
month, Mr. Butler announced in the House on May 12 that he would make 
some concession to the demand. In order to understand what is being done 
it is necessary to note that the basis of exemption from purchase tax has lately 
been changed. Goods no longer qualify for exemption by conforming to a 
“utility specification”; instead a certain price level, called the D level, is 
fixed for each class, and purchase tax is charged only on the amount by which 
the price of the article exceeds it. The D level is regulated so that about half 
the goods escape tax altogether. General relief could be granted, as the 
Opposition argued, by raising the D level. Mr. Butler declined to do this. 
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Instead, he has kept the D level fixed, but reduced the two basic rates of 
purchase tax from 66-3 and 33-4 per cent on the excess price to 50 and 25 per 
cent. 

The reduction applies to garments, including boots, shoes and gloves, 
cloth and household textiles, and will cost the revenue £17,000,000. The 
Chancellor of the Exchequer made it clear that this is the utmost he can 
afford to concede; but the effect on prices will not be great. For example, a 
shirt will be reduced from 375. to 365. 6d., a rayon dress from £5 105. 8d. to 
£5 8s., a pair of shoes from £4 os. 4d. to £3 195. 

A more promising proposal for relief was that the Government should as 
soon as possible place its rearmament textile orders in the north of England. 
Mr. Butler responded to this by announcing that between 20 and 25 million 
pounds’ worth of textile orders, principally for the services, would be placed 
as soon as possible. From the Tory benches came demands that the Liver- 
pool Cotton Exchange should be reopened. The debate itself produced no 
further information on this subject, but Mr. Thorneycroft, the President of 
the Board of Trade, announced later on April 22 that the Cotton Import 
Committee had recommended that spinners should each year have the option 
of buying either on their own account or through the Raw Cotton Com- 
mission. For the moment it appears that this is as far as the Government 
intend to go towards the fulfilment of their undertaking to reopen the 
Liverpool Cotton Exchange. The real solution, no doubt, is a long-term 
one of attracting new industries to areas that have become so dependent 
upon one trade. But this, in the short run, can bring little comfort to York- 
shire and Lancashire. 


African Problems 


M& JOHN FOSTER, Lord Salisbury’s Under Secretary, announced in 
AVI. the House on March 27 that it had been decided to make permanent the 
decision taken by the Socialist Government to withhold recognition from 
Seretse Khama as Chief of the Bamangwato. The Socialist Government had 
undertaken to review the position in five years, but it was now the view of 
Her Majesty’s Government that this created an uncertainty which should not 
be maintained. The Government’s handling of this issue was not very happy, 
and the offer of a post in Jamaica to Seretse Khama seemed unbelievably ham- 
handed. The inevitable storm followed in the House of Commons and 
Socialist members succeeded in securing an adjournment for the House to 
discuss the problem. The difference between the two sides on the face of it is 
slight. All the same fierce passions were roused and it was made clear that in 
the Socialist view the new decision was a surrender to Dr. Malan. At the 
moment Seretse Khama is only forbidden to return to the Protectorate. The 
question of his return to British Africa had not, apparently, been considered 
by the Government. Neither side can feel happy about the attitude they have 
taken either in Government or in Opposition to this difficult and complicated 
problem. 

Central African federation is clearly going to become an important issue 
between the two parties. On April 23 it was reported that the delegates from 





UNITED KINGDOM 245 


the African Representative Council of Northern Rhodesia and the African 
Council of Nyasaland had declined to remain in London and attend the 
conferences on closer alliance between the three territories. Again the Social- 
ists attempted to secure the adjournment of the House but this time they were 
unsuccessful. A debate took place on Tuesday, April 29. Nothing whatever 
emerged from the debate and as Mr. Oliver Lyttelton, Secretary of State for 
the Colonies, complained with justice the matters raised might well have been 
settled on the telephone. The London Conference is to go ahead without 
African representatives from the two Northern territories, but no final deci- 
sions are to be taken. 


Party Conflicts 


NE of the many absurdities* of the British parliamentary system is the 

Army and Air Force Annual Bill. This Bill has not been examined by the 
House of Commons at all seriously since 1881 and is more applicable to a 
horsed than a mechanized army. There is a peculiar complication in that the 
Bill cannot be brought forward until Vote A of the Army estimates has been 
passed, and this may well be as late as March 31. But the Bill itself must be- 
come law by the end of April, otherwise there would be no authority to main- 
tain the Army. Mr. Antony Head, Secretary of State for War, put down a few 
amendments to right some of the more obvious anomalies. The Labour back 
benchers saw their chance. A flood of amendments descended on the Order 
Paper and night after night a handful of Labour members debated the Bill. 
Finally the Government capitulated. A Select Committee was offered to the 
rebels and accepted by them. But the threat to the Government’s whole 
programme had been made clear. 

This manceuvre was not, in fact, aimed at the Army and Air Force Annual 
Bill but at the more contentious Government legislation that was to follow. 
The House of Commons, after discussing the National Health Service Bill 
for three full parliamentary days, had only passed four lines. Every single 
amendment had been fought until a closure had to be moved. The threats 
from the other side grew wilder. Mr. Bevan, for example, who was in open 
command of the revolt, said that Labour members could not afford normal 
facilities to a Government carrying out contentious proposals even on such 
measures as the Supplies and Services Bill “whatever constitutional em- 
barrassment may follow”. Faced with this opposition the Government had no 
alternative but to bring in a guillotine motion on the National Health Service 
Bill, which was duly passed on April 23. Mr. Eden, winding up in his best 
vein for the Government, challenged the official Opposition to say whether 


* The absurdities are in the domain of procedure. The necessity to pass the Bill itself has 
long been treated by constitutional theorists as one of the major safeguards of the liberties 
of the subject. It represents the ancient contention that the sovereign cannot safely be 
allowed the support of a standing army in time of peace. Though such an army came to 
be recognized as a necessity at the date of the Restoration, authority to maintain it is only 
granted for one year at a time. For this reason, therefore, as well as for revenue purposes, 
it is an administrative necessity to summon Parliament to meet regularly—a security 
originally provided against royal absolutism, but perhaps effective also against some 
more modern form of totalitarian usurpation.— Editor. 
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they supported Mr. Bevan’s words. He got no answer. But the question is one 
that must be answered soon. 


The Government’s Popularity 


HERE is no doubt that the Government’s fortunes have slumped some- 

what in the last few weeks. The local elections are not particularly signifi- 
cant in themselves because Conservatives hold the overwhelming majority of 
seats and are therefore more vulnerable to an adverse swing. For example, 
even after the County Council elections, widely heralded as a great triumph 
for Labour, the Socialists only hold 12 out of the 62 County Councils. The 
gallup poll figures, however, are more significant. There can be little doubt 
that the Government’s particular failure is in the field of public relations. 
There has been indecision and muddle over transport problems, over educa- 
tion, over the health service economies. On the other hand, too little is made 
of the Government’s successes. After all the pound is stronger, houses are 
being built more quickly, coal production is good, and there are virtually no 
industrial disputes. It seems now that the Prime Minister himself is conscious 
of the lack of adequate publicity and it is reported that strong measures have 
been taken at the highest levels. 


Sir Stafford Cripps 


_ STAFFORD CRIPPS’S long and gallant fight against his illness 
ended on Monday, April 21. As is customary when a man has held high 
positions with honour in the House of Commons tributes were paid to his 
memory. To Mr. Attlee Sir Stafford was a close and dear friend. To Mr. 


Churchill Sir Stafford was a war-time colleague but a man of widely different 
ability and character. It may seem surprising, therefore, that the Prime 
Minister’s tribute was the more eloquent and the more moving. But it is 
curious to reflect that when eighteen months ago Mr. Oliver Stanley, one of 
Mr. Churchill’s dearest companions, died, the tribute paid by Mr. Attlee was 
by far the more successful of the two. Perhaps this is because it is harder for a 
politician to achieve perfection in expression when he is profoundly moved. 


Great Britain, 
May 1952. 


NORTHERN IRELAND 


HE concluding words of the report from Northern Ireland in the last 

issue of THE Rounp TaBLE suggested that under the threat of a trade 
depression the practical nature of Devolution was being submitted to a new 
test. Since that time the threat to the staple textile industries has become real, 
but it can be recorded that the consequences have been recognized as of 
national as much as local concern. The steep rise in unemployment has served 
to re-establish the general responsibility in economic matters borne by the 
United Kingdom as a whole. Equally, the active interest shown by Imperial 
Ministers has begun to remove an impression that Northern Ireland, though 
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tanked as the equivalent of a development area, has not been kept fully 
within the scope of policy directed from London. 

In this matter the test of Devolution has not been the ability of the 
province to manage its own affairs. The question is rather one of ensuring that 
the grant of local self-government should not create, either at home or in 
Great Britain, an illusion of self-sufficiency. Previous articles in THz RounD 
TABLE have noted that in recent years the subordinate Parliament, having a 
substantial budget surplus and being more self-confident, has made greater 
use of its legislative powers. But in so doing it has tended to revert to the pre- 
war situation in which it was left with a sole responsibility for industrial 
development. If this has been mitigated to the extent that central economic 
planning, the regulating of capital investment and the distribution of scarce 
materials, had to take account of Northern Ireland’s special needs, the 
suspicion has remained that the development areas administered by the 
Board of Trade were making more rapid progress. The province throughout 
has had by far the highest unemployment rates. 

It must, of course, be observed that the Irish Sea helps to induce a feeling 
of separation and that the cost of shipping is a major obstacle to the spread of 
industry from Great Britain. To overcome it the Government of Northern 
Ireland has been generous in the scale of its financial assistance to new enter- 
prises and has a record of considerable success in attracting firms of standing. 
Much of what has been done is owed to the relative ease with which business 
with the Ministries in Belfast can be carried out, but for all the advantages of 
local control the doubt has been left whether if Northern Ireland had been a 
more direct charge on the Imperial Government even more industry could 
have been diverted and more labour applied to the national task of full pro- 
duction. The absence of such a close interest is suggested most strongly 
by the concentration in Great Britain of all except a very minor part of the 
industrial employment maintained by the State. 

The slump in the textile trades, and the numbers out of work—the February 
total of 53,154 was 11°4 per cent of the insured population—has been more 
effective than any normal factor in demonstrating the room that exists for 
more co-ordination between the two Governments. The first step taken in 
Belfast was to seek contracts from the Ministry of Supply under the defence 
programme, and since these can be regarded only as palliatives the discussions 
led naturally to the root causes of Ulster’s under-development. As a result 
there was held in London in March a ministerial conference without precedent 
in the relations between the two parts of the Kingdom. At this seven Imperial 
Ministers and the Prime Minister and three members of the Northern Irish 
Cabinet reviewed the whole problem and gave promise of a combined attempt 
to put the economy in a more balanced state. 

The measures which have since been under consideration have been long- 
and short-term. It was decided (in advance of the policy of accelerating 
defence work to relieve unemployment in the textile industries generally) that 
more reatrmament contracts should be issued where capacity was suitable. 
The Minister of Supply, after a personal visit, undertook to examine the 
possibility of a major extension to the aircraft industry which should be of 
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more than immediate significance. A few days earlier it had been announced 
that under a sub-contract from the De Havilland Aircraft Co., Ltd., the 
Comet air-liner would be produced at Belfast. 

The most important outcome of the conference, however, was the 
agreement by which the Chancellor of the Exchequer and the Minister of 
Finance are to collaborate in an investigation of the factors, including the 
cost of sea transport, which militate against the full employment of Northern 
Ireland’s resources. As Sir Basil Brooke observed in his report to Parliament 
“That is far more important than whether we get contracts here or there”. 
Even if it is over-optimistic to think that this study can lead to the neutraliz- 
ing of all the geographical disadvantages it can hardly fail to secure a re- 
integration of economic policy. The full employment of Northern Ireland’s 
resources is, after all, another way of saying that the under-development 
reflected in a chronic shortage of work and a lower standard of living should 
be remedied and the province brought fully into line with the rest of the 
United Kingdom. In the social services Devolution has played a valuable part 
in carrying out this object: it is now for the Impezial Government, with the 
aid of its subordinate, to do what can be done to put this progress on a sound 
economic footing. Otherwise, the area may well fail to be able to support 
the future national scale of public services. 

It would be as unfair to say that Northern Ireland was neglected by the 
Labour party when in power as to attribute the new interest to the element 
in Mr. Churchill’s parliamentary majority composed by the nine Ulster 
Unionist members. As has been shown, the question has become urgent 
chiefly by reason of the textile depression and the fresh initiative taken by the 
Government in Belfast in the stress of the serious increase in unemployment. 
At the same time Unionism’s intimate relationship with the Conservative 
party cannot be discounted. Sir Basil Brooke has on several occasions empha- 
sized the personal part taken by Mr. Churchill in the approach to the immedi- 
ate and underlying problems. 

In this, somewhat belatedly, a voluntary effort has also been launched on 
the lines of the Scottish Council, Development and Industry. The Northern 
Ireland Industries Council, founded by Colonel S. G. Haughton, a former 
M.P. for Co. Antrim, has for its object the fostering of trade with North 
America and publicity for the facilities available to American and Canadian 
firms planning production in the sterling area. The Council has been linked 
with the British Trade Promotion Centres in New York, Toronto and Mon- 
treal and will have the support of committees of Ulster people in these 
cities and in Philadelphia, It could be wished, however, that this body had 
been formed earlier and that it enjoyed a more widespread backing on the 
part of business men at home. The community, as much as departments in 
London, has been prone to leave the task of industrial development to the 
Ministry of Commerce. Established manufacturers, no less, are sometimes 
critical of the disturbance in the labour market caused by the arrival of 
English companies subsidized by rent-free factories and exemption from 
rates. The Government, on the other hand, has some reason to be disappointed 
with the amount of additional employment given by local enterprise. This 
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in itself is an interesting economic issue involving the dependence of the area 
on family businesses which are prevented by taxation from financing new 
undertakings. The control of many of these sold to meet death duties is 
tending to pass to interests in Great Britain rather than to shareholders 
domiciled in Northern Ireland. The double drain on capital represented by 
such transactions is considered to be a fit subject for inclusion in the inter- 
government survey. 

A long-standing grievance was ended this month by the abolition of the 
system of travel identity cards applied to travellers between Ulster and Great 
Britain. Its continuance since the war was a Home Office measure to control 
the entry of aliens via the Irish Republic, where immigration was less strictly 
regulated. The fact that movement within the United Kingdom is no longer 
restricted is not only a welcome restoration of freedom but is expected to lead 
to an increase in the tourist traffic. 

This relief and the prospect of economic aid have alike been hailed as 
Northern Ireland’s due. Less is heard, however, of the most obvious differ- 
ence remaining between the two parts of the Kingdom. By decision of the 
Labour Government the province is still exempt from the provisions of the 
National Service Acts, a political expedient first adopted by the pre-war 
National Government and followed by the Coalition, Each of these Admini- 
strations has reasoned that in view of the opposition of the Irish Republic 
and the Nationalist minority the enforcement of any measure of conscription 
would not be justified by the results. Probably this is true; but for the majority 
in Northern Ireland with their wish to be “part and parcel of the United King- 
dom”’, to use the phrase often in the mouth of Lord Craigavon, the absence of 
National Service is creating a gulf in the experience and outlook of a new 
generation. In the circumstances it is perhaps not unnatural that voluntary 
recruitment has failed to make good the deficiency, but the response has been 
so wanting that a Cabinet Committee has been formed to consider how better 
it can be stimulated. This is a necessary step, if only because without con- 
scription damage is liable to be done to the claim for special treatment in 
other fields. 


Northern Ireland, 
May 1952. 
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THE KING’S DEATH 


LTHOUGH the severance of the last attenuated link between the Irish 
State and the British Crown occurred during his reign, the death of no 
English monarch in modern times has been so mourned by our people as that 
of King George VI. This was due to respect felt for his character and con- 
duct. The sterling qualities of simplicity, sincerity and selflessness which 
endeared him to his subjects were also recognized and appreciated here. The 
official expression of sympathy on his death was therefore more than a mere 
formality. The national flag, flying at half mast over that shrine of Irish 
Republicanism, the Dublin G.P.O., as it did over all public buildings on the 
day of his funeral, the silence of Radio Eireann, and the presence of Mr. 
Aiken, our Minister for External Affairs, in the funeral cortége, represented 
more than “the trappings and the suits of woe”. As was fitting, the best 
expression of this national sympathy was given by the Prime Minister, Mr. 
de Valera. Moving a resolution of sympathy with the British people, in a 
brief but moving speech in the Dail on February 13, he pointed out that in a 
constitutional monarchy the Sovereign was bound to act on his Ministers’ 
advice and had little opportunity for personal distinction in the open fields of 
policy and statesmanship, though he might in private, by wise counsel and 
prudent persuasion, greatly influence the framing of State policy. His distinc- 
tion, Mr. de Valera said, had to be won otherwise—by the public example he 
gave and the standard which he set in his family life; in his devotion to duty; 
in the courage with which he faced the changing fortunes of life; in the 
extent to which he made himself a worthy symbol of his people, a rallying 
point for them in times of danger and a bond of union in times of adversity. 
It was by such standards, added Mr. de Valera, that the peoples of Britain 
had to judge their late sovereign and they had never found him wanting. He 
grew accordingly in their affection as the years went by. They now mourned 
his loss, and the Irish people wished to tender to them a neighbourly under- 
standing and a neighbourly sympathy. This sincere and gracious tribute 
should mark the beginning of a new and happier relationship between two 
islands which are fundamentally united by nature and interest. The young 
Queen, as she takes up her heavy burden, may rely on a continuance of such 
sympathy and understanding from our Government and people. 


Economic Problems and Portents 


RELAND, faced by problems similar to those of Great Britain, has indeed 
every reason to sympathize with and understand her neighbour’s diffi- 
culties. These problems, largely economic in nature, continue perforce to 
preoccupy the principal actors on our political stage. During the last few 
months there have been several plain warnings from members of the Govern- 
ment concerning the serious position in which we find ourselves. Notable 
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amongst these have been a series of speeches made by Mr. Sean Lemass, the 
Minister for Industry and Commerce, to various commercial bodies through- 
out the country. At Wexford on January 14 he disclosed that last year there 
had been a deficit of about £125 million as between our imports and exports, 
the highest yet recorded, and he said that the situation was hardly less urgent, 
and no less serious, than that of Britain. During the last three years, he 
pointed out, international conditions were favourable to a great expansion of 
industrial and agricultural production. In addition we received almost £50 
million from Marshall Aid. In fact, however, agricultural output declined 
and industrial output did not rise nearly enough. As it was almost certain 
that the terms of trade would move strongly in favour of agricultural pro- 
ducers the future prosperity of the country would mainly depend on our 
capacity to expand agricultural output and exports. At Clonmel, on January 
17, he declared that tax increases should not be considered if there was a 
possibility of avoiding them by reducing the cost of government services or 
by eliminating or postponing the introduction of services we could do with- 
out. A 25 per cent increase in output would, he said, get us out of our im- 
mediate economic difficulties. Mr. Lemass, however, seems to have forgotten 
that, without a large and growing export market, a 25 per cent increase 
would merely create chaos in our economy. At Cork, on January 24, he 
warned his audience that the effect of the trade recession had not yet passed, 
although the process of stock liquidation was ending. Pointing out that the 
food subsidies would cost £15 million this year, he said their withdrawal 
would permit a reduction of tax rates, but they were by far the biggest con- 
tribution made by the Government towards keeping down the cost of living. 
Speaking at Ballina on January 28, he dealt with the development of the 
impoverished Western counties and outlined the Government’s plan for the 
production of electric power from the West Mayo turf bogs, which would, 
he said, if successful be of great significance for the future use of peat for 
power purposes. He also disclosed that a contract had been made for the 
export, at a remunerative price, of the whole production of the five industrial 
alcohol plants, which has hitherto been used for admixture with petrol to the 
motorist’s cost. 

Mr. Mac Entee, the Minister for Finance, was even more pessimistic than 
Mr. Lemass. Speaking in Dublin on January 30, he described the condition 
of our finances as being “difficult almost to the verge of desperation”. 
Irksome and inconvenient measures would, he said, have to be taken to 
deal with them if we were to put our national economy on a sound basis. 
The balance-of-payments deficit reflected both the character and the condi- 
tion of our economy. In short, as Mr. de Valera put it in the Dail on March 
26, “The situation with which we have to deal does not require any technical 
terms to describe it; it can be stated very simply. This community is living 
beyond its means”, and he added quite sensibly : “There is no way in which 
you can conjure away that situation. Any waster who inherits a good 
property can have a good time so long as it lasts, but we have no inexhaustible 
resources in this country to meet such a situation.” Under these circumstances 
no one was surprised when Mr. Mac Entee and Mr. Lemass met Mr. Butler, 
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the British Chancellor of the Exchequer, and other members of the British 
Cabinet, in London on February 19, in order to discuss common financial 
and economic problems. At this meeting, which was described by both 
sides as “most valuable”, full agreement was reached on the questions of 
principle involved and upon the co-operative measures to be taken in order 
to maintain the value of sterling and to stem the growing deficit in external 
trade. It was also agreed that Great Britain would supply us during this year 
with 1,570,000 tons of coal in accordance with the Trade Agreement of 
1948, which has not recently been honoured. Last year our imports of Ameri- 
can coal amounted to one million tons and cost 21 million dollars. On March 
21 the Irish bank rate was increased from 5 to 6 per cent. 


Martial Aid? 


UR economic plight has been further seriously aggravated by the trans- 

formation of Marshall Aid into Martial Aid and its consequent cessa- 
tion. Mr. Lemass made an indirect reference to the matter in his speech at 
Wexford, when he dropped the first official hint that the replacing of the 
American Co-operation Administration by the Mutual Security Agency on 
January 1 involved more than a mere change of name. ““The questions of 
economic and social policy which must be decided during this year will”, he 
said, “divide our people between those who are willing to see the nation kept 
as a pet by somebody, dependent on foreign aid, and those who want to see 
it strong enough to stand alone and to maintain its freedom in all circum- 
stances.” This blunt statement revealed that Marshall Aid had now in fact 
become martial aid, of which we could only avail ourselves if we were pre- 
pared to enter the Atlantic Alliance. Two days later Mr. de Valera told a 
meeting of farmers in Dublin that the Government wanted to maintain our 
freedom to choose our national policy in any emergency, and added signifi- 
cantly: “You can be starved into surrender as well as bludgeoned into that 
situation.” The position was clarified when Mr. Aiken, the Minister for 
External Affairs, informed the Dail on January 30 that conversations and notes 
exchanged between the Irish and American Governments concerning the 
American Mutual Security Act of 1951 showed that the Government of the 
United States took the view that, unless the Irish Government adhered to all 
the principles and purposes of that Act, the American Government was 
precluded from giving us assistance under its terms, and also from paying out 
unexpended balances of appropriations under the Economic Co-operation 
Act of 1948 for such technical assistance as had been agreed between the two 
governments. The Irish Government, Mr. Aiken said, had only asked that 
the U.S. Government offer facilities for the purchase of supplies of American 
arms and equipment, or designs and materials for the manufacture of such 
of these supplies as could be made here. The Irish Government, he said, 
had pointed out that they sought to promote international understanding 
and goodwill, to maintain world peace, and to eliminate causes of inter- 
national tension. It was for these reasons they wished to obtain a peaceful 
and early ending of the unjust partition of Ireland. Under Marshall Aid 
Ireland has already received and spent £46 million by way of loan and £6} 
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million as a free gift. Such generosity is unprecedented in international 
relations, and if we must decline further aid that is conditional on martial assis- 
tance it might be well to do so gracefully. 

At a press interview on February 9 Mr. Francis P. Matthews, the newly 
appointed American Ambassador, stated that, while he was hopeful that 
agreement would be reached between the two governments on the question 
of Mutual Security Aid, America could not have anything to do with the 
question of Partition. In giving aid to any country the United States did not, 
he said, desire to impose any conditions distasteful to the beneficiary. Speak- 
ing at Cork University College on March 23 on the mutual interests of Ireland 
and the U.S.A. Mr. Matthews said that, although the ties which attach 
Ireland to America were close and intimate, they “could become more tan- 
gible and effective to our mutual advantage”’. For these innocent remarks 
he was subsequently taken to task by that redoubtable defender of our 
liberties Captain Peadar Cowan, T.D., who averred that the Ambassador 
had exceeded his duties in making such a suggestion. It is, of course, difficult 
for the average American to understand the normal Irish attitude in these 
matters. Received, as he usually is, with protestations of undying affection 
and regard for his country, he cannot believe that Ireland can stand aside 
in a struggle which he believes, not without cause, involves the survival 
of human liberty. Nor can he appreciate why Irish representatives abroad 
invariably take the British point of view in international affairs. Yet our 
situation in the latter respect is not unlike that of the G.I. who, having 
acquired a girl in Northern Ireland during World War II, wrote in mitigation 
of his conduct to his sweetie in Wisconsin: “She doesn’t have a thing you 
haven’t got, honey, but she has it over here” ! Fundamentally our position is, 
for reasons of self-preservation, the same as that of other small European 
countries like Switzerland—we desire to remain neutral so long as we can, 
although we fully realize we cannot remain basically neutral any more than 
we did in the last World War. We are in fact, whatever the Dublin politicians 
may affect to believe, a small peasant people with no interest whatever in 
power politics, however virtuous these may happen to be. 

This attitude may be ignoble, and is undoubtedly unrealistic, but it ill be- 
comes America, who was driven into World War II at Pearl Harbour, to com- 
plain of our attitude. It also is merely nonsense to suggest that our objection 
to Partition has anything to say to the matter. To do so is only dishonest poli- 
tical camouflage, an attempt to justify something which needs no justification. 
It is obvious that our neutrality merely helps to perpetuate Partition, for 
Northern Ireland, which suffered badly in the last war for its loyalty to Great 
Britain, is hardly likely to condone it. In the meantime our Government, not 
having the courage to enforce a modified form of conscription, which alone 
would give us an effective defence force, has launched a new recruiting drive 
for the army, and is trying to obtain a supply of arms from Sweden and 
France. Some have been obtained from Great Britain. The real defence of 
Ireland remains, however, as we well know, in the competent hands of the 
North Atlantic navies. As Mr. James Dillon, T.D., one of the architects of our 
fissiparous Republic, has recently pointed out, perhaps not without remorse, 
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“Individual liberty and free democracy are today an arch, one pillar of which 
rests on the United States of America and the other on the British Common- 
wealth. Should either of these foundations crumble these things will perish in 
every country in the world.” 


Agricultural Policy 


ERHAPS the most important question for decision in the economic 

sphere concerns our future agricultural policy. The constant cry of our 
political leaders is for more agricultural production and more tillage. What 
is really necessary is a non-partisan and thorough examination of our agricul- 
tural economy in order to plan a long-term policy for its development on 
up-to-date and efficient lines. The basic facts are simple. Statistics show that 
the average age of our 200,000 male farmers is 56 years, and that two-thirds 
of them are 65 years or over. Of the 50,000 women engaged in agricultural 
work two-thirds are widows whose average age is 61. For this our system of 
patriarchal land tenure is largely responsible. Small farms, ranging from 5 to 
100 acres in size, constitute 58 per cent of our agricultural land; only 7,949 
farms ate over 200 acres. These figures make nonsense of our politicians’ 
appeals for increased production, for such an aged agricultural population 
working under such conditions has neither the energy nor the enterprise to 
cope with the problem. Unlike the Scandinavian countries successive Irish 
governments have neglected agriculture, which is the foundation of our 
economy, and concentrated all their efforts on building an unstable industrial 
edifice without an adequate agricultural basis. In Denmark, for example, the 
annual average milk yield per cow is 740 gallons, here it is 400; there are 21 
cows per 100 arable acres in Denmark, here there are 10. No wonder that 
Denmark since 1875 has more than trebled her population while in the same 
periods ours has fallen by half. 

Our politicians have further injured our agricultural economy by wanton 
interference with its working. In 1929-30 we exported 51 per cent of our 
total agricultural output, consisting almost entirely of livestock and live- 
stock products. In 1942-43, owing to the effects of Mr. de Valera’s “economic 
war” and the subsequent British differential price policy, which was equally 
short-sighted, the proportion of our agricultural output exported had fallen 
to 23 per cent. The process of cutting off one’s nose to spite one’s face is 
sometimes good politics but always bad economics. But for these events 
the volume of Irish agricultural exports to Britain would probably be twice 
what it is today. During the past twenty-five years under an Irish govern- 
ment employment in industry has increased from 102,000 to over 200,000, 
while during the same period the numbers engaged in agriculture have 
fallen by 140,000. This startling shift of population may be attributed to 
the steady drift to the towns on the one hand, and on the other to emigra- 
tion and the low marriage rate in the country districts. The average net 
annual emigration during the past five years has in fact been over 24,000 
persons, which represents a total nearly a third more than in the previous 
censual period. These population trends have undoubtedly been accelerated 
by lack of proper sanitation, squalid schools, and want of social amenities 
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in our rural districts. Our agricultural workers, who are more highly skilled, 
engaged in more complex operations, and who have to undergo a much 
longer training than the average industrial worker, are fleeing the land be- 
cause of these conditions. They cannot be replaced. Professor Joseph 
Johnston of Trinity College has recently pointed out in a penetrating analy- 
sis of Irish agriculture* that modern agricultural techniques are impossible 
in the small isolated farm which relies only on its own resources, and that 
the local integration of agricultural effort is the major problem awaiting the 
application of co-operative methods. It seems evident that if we want to 
establish a suitable economic basis for a worth-while Irish rural civilization 
we must have, not only co-operation of farmers living in their scattered 
homesteads, but also large co-operative farming units all over the country. 
A great extension of secondary education amongst the rural population and 
a close integration of agriculture with general education at the secondary 
stage are also necessary. Provision for adult rural education on the lines of 
the People’s Colleges in Scandinavia is also essential. President O’Rahilly 
of University College, Cork, has made some attempt to provide courses of 
this kind in Munster, but such work does not really come within the ambit 
of a university and requires to be dealt with on a comprehensive national 
basis. General M. J. Costello, the manager of the Irish Sugar Company, has 
recently proposed a programme for working as units groups of farms 
which would total in area from 500 to 1,000 acres. His suggestion is that 
each farmer in such a group would continue to own his own land and 
receive its full revenue, but would combine with his fellow members of the 
group in providing and working up-to-date farm machinery of all kinds. 
The well-known aphorisms of Sir Horace Plunkett, “Self help through 
mutual help” and “Better business, better farming, better living” deserve, as 
General Costello said, to be restated in modern terms. Collectivization is not 
only undesirable but, under Irish conditions, impossible; co-operation in 
some practical form is the real alternative. 

Another hope for our country-side lies in the development of the tourist 
industry, which has become, as Mr. Lemass recently said, the ‘corner-stone’ 
of our national economy. The gross receipts from tourists for 1950 actually 
exceeded by £3 million the gross receipts from livestock exports. They now 
stand at £30 million a year and are the largest single item in our total 
earnings. The Government is engaged on a reorganization of this important 
business and proposes to establish two new boards; one to provide state- 
guaranteed loans for its development and to control hotels, the other to deal 
with publicity. The Tourist Association, a voluntary organization which 
has existed for twenty-five years, is to continue. The contented traveller is, 
however, the real test of the matter. All the average tourist requires is courtesy, 
which costs nothing; cleanliness, which does not cost a great deal; and 
competent cooking of our excellent food, which needs both care and experi- 
ence. If the Irish hotels fail in these respects no Board, or even boards, can 
create a prosperous tourist industry. The strike of many Dublin hotel 
employees for a 10 per cent service charge, which has now lasted for six 

* Irish Agriculture in Transition, by Joseph Johnston, 
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months has now happily ended, and the welcomed abolition of passports 
between Great Britain and Ireland is likely to increase the number of our 
visitors. 


A Drastic Budget 


HE budget, which Mr. Mac Entee introduced on April 2, followed as 
closely as Irish conditions permit the pattern set by Mr. Butler in Great 
Britain; on the one hand reducing food subsidies and on the other provid- 
ing compensation in lieu thereof for the poorer taxpayers. To meet an 
estimated expenditure of {101,700,000 which includes provision for the 
increased benefits provided in the Social Welfare Bill now before the Dail, 
Mr. Mac Entee estimates a yield of £86,600,000 at current rates of tax, thus 
leaving a gap of £15,100,000. The Government, he said, was satisfied that as 
incomes generally had advanced more than the cost of living and as essential 
foodstuffs were no longer scarce, there was no longer economic or social 
justification for a policy of subsidizing food for everybody, and he announced 
that, from July 1, consumers would be charged for tea, butter and sugar at 
their real cost. The price of bread and flour would also be raised but not to 
the unsubsidized level. After allowing for compensatory social benefits to 
old-age pensioners and others these changes would mean a saving of 
£3,918,000. He estimated that the consequent increase in retail charges for 
food would amount to approximately 15. 6d. per head per week. For the 
remaining {11,200,000 Mr. Mac Entee resorted to taxation. His proposals 
included an increase of income tax by 15. (from 65. 6d. to 75. 6d.); 7d. on a 
packet of 20 cigarettes and on other tobacco in proportion; 3d.a pint on stout; 
6d. a glass on spirits; and 4d. a gallon on petrol. The feverish spending of the 
Marshall Aid period was, he said, over, and it was now a matter of urgent 
importance to arrange that when our expenditure was current it should be 
financed from taxation or other normal source of revenue, and so far as it 
was of a genuine capital nature that it should be met out of national savings. 
His only remissions were certain adjustments in earned income tax allowance 
on lower incomes, the abolition of Entertainment Duty on dancing, and some 
small concessions in Stamp Duties and Death Duties of a remedial kind. 
Broadly speaking, Mr. Mac Entee, being apparently unwilling to restrict 
imports by direct control, seems to have aimed at reducing the deficit in the 
balance of payments by reducing the amount of money available to pay for 
imports. It is probable, however, that this heavy taxation will recoil upon 
our own manufacturers, who are already feeling the draught owing to re- 
duced purchasing. It would have been better had Mr. Mac Entee abolished 
food subsidies entirely, thus saving {10 million and avoiding the necessity 
for most of the increased taxation. There is no economic justification what- 
ever for increasing income tax; on the contrary there was a strong case for 
its reduction as an incentive to increased production. There seems some 
justification also for the contention of Mr. Costello, the leader of the Opposi- 
tion, that, because there has been no allowance for reserved stocks or over- 
estimation and an excessive provision for interest on the public debt, the 
budget would result in over-taxation. 
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Mr. Mac Entee’s argument as a whole was not free from absurdities and 
contradictions which afforded evidence of multiple and unco-ordinated 
official authorship, but in general his budget was both courageous and honest. 
Its full effect will not be apparent till this time next year, when it may well 
result in a substantial surplus. Meanwhile it has fulfilled the best expectations 
of his political foes and the worst fears of his political followers, most of 
whom cannot see beyond the froth of their pints or the smoke of their 
cigarettes. It is abundantly clear that the Government does not intend if it 
can help it to have an early general election, much as the Opposition would 
like it to do so. 

The Government’s majority has been reduced to one by the death of Ald. 
Daniel Bourke, T.D., one of the Fianna Fail deputies for Limerick. It is 
doubtful if the Government can hold the seat, and if they fail to do so they 
will be dependent on the casting vote of the Speaker, Mr. P. Hogan, who is 
a member of the Labour Party. Since they took office the Government, how- 
ever, has had an average majority of 24 and may therefore be able to carry on 
till a more suitable opportunity for a general election presents itself. The 
budget, after a protracted debate, was carried by three votes on May 1. 


The Presidential Election 


HE President’s term of office expires on June 25, but no candidate for 

the office has yet appeared in the lists. So little interest is taken in the 
matter that practically no reference has been made to the subject in the press 
or otherwise. Mr. Sean T. O’Kelly, the present occupant of the office, has 
performed his practically formal duties, which are mostly of a social nature, 
to the satisfaction of all concerned. He has nominated himself for re-election, 
as he is entitled to do once, and will probably be returned unopposed, for no 
party has any money to spend on a politically barren contest. The office is, 
indeed, redundant and unnecessary in a small democratic state. Quite apart 
from the expense of keeping up a Presidential establishment, the functions 
of the head of the State could and should be discharged by the Prime Minister, 
who is in fact the real representative of the people. But the shadow of our 
Colonial State remains and the old Viceregal Lodge in the Phoenix Park, now 
rechristened Arus an Uachtaran or President’s Dwelling, must be provided 
with a tenant at all cost. Plus ¢a change, plus c’est la méme chose. 


Ireland, 
May 1952. 
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‘THE DACCA RIOTS 


TN the last week of February (too late for a reference to the matter to be 
4. included in the last dispatch) serious rioting broke out in Dacca, the capital 
of East Pakistan, and in other parts of the province. The immediate cause of 
the trouble was the language issue: in his tour of the province the Prime 
Minister, Khwaja Nazimuddin, somewhat incautiously emphasized, in a 
public speech, that Urdu would have to be recognized as the sole State 
language of Pakistan. The Bengali language is very dear to the hearts of the 
people, both Muslims and Hindus, of East Pakistan, and there was great 
indignation, especially among the student communities. This was rapidly 
and effectively exploited by disaffected elements, prominent among which 
were Mr. Hamidul Hag Choudhry, the former Finance Minister who had 
recently been disqualified from holding public office, and his supporters. 
According to the Government, communists and other agitators from India 


also played a large part in the unrest, and slogans for a reunited Bengal were 


shouted during the course of the riots. Be that as it may, the outbreak was 
primarily spontaneous, and served to emphasize how vitally important it is 
for Karachi to avoid offending the susceptibilities of its eastern province. 

For five days wild disorder prevailed in Dacca, even though the Chief 
Minister, Mr. Nurul Amin, hastily moved a resolution in the Provincial 
Assembly to the effect that a representation should be made to the Central 
Government that Bengali should be adopted as a second State language on 
an equal footing with Urdu. Among the ringleaders, whose arrest brought 
about the re-establishment of law and order, were five members of the 
Assembly. It was not long before normal conditions were restored, but the 
affair has left an unpleasant taste in people’s mouths and the Chief Minister is 
undergoing a phase of extreme unpopularity. It has revived the doubts of 
some observers who, in the early days of Pakistan, wondered whether the 
province of East Bengal could ever be satisfactorily integrated with the other 
half of Pakistan, one thousand miles away. 


Relations with the Middle East 


HE return of Sir Zafrulla Khan, the Foreign Minister, from his tour of 

visits to Middle East capitals led to interesting developments which may 
have far-reaching importance. For some time past it had been apparent that a 
section of public opinion in Pakistan, whose mouthpieces were the mullahs, 
was anxious to see the Government of the country taking more active steps 
to align themselves with the policies and interests of the Arab countries and 
other Muslim countries of the Middle East, while the majority of officials 
were by no means anxious for Government to incure fresh commitments. 
The enthusiasts appeared to have gained acceptance of their policy when it 
was known that, presumably at Sir Zafrulla Khan’s suggestion, Government 
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had issued invitations to the Prime Ministers of twelve Muslim countries 
(Afghanistan, Egypt, Indonesia, Iran, Iraq, Jordan, the Lebanon, Libya, 
Saudi Arabia, Syria, Turkey and the Yemen) to attend a conference at 
Karachi in April with a view to the setting up of a system of high-level con- 
sultation on questions of common interest. Seven of the countries addressed 
accepted the proposal, at least in principle, but it appears, though no official 
announcement has yet been made, that others, including Turkey, the Lebanon 
and (not unexpectedly) Afghanistan, have declined. The unwillingness of 
Turkey to participate is highly significant, for it is interpreted as an expression 
of the Turkish Government’s dislike of Pan-Islamic notions. If it is true that 
Pakistan has received a rebuff in this matter—at present all that is known is 
that the proposed conference has been indefinitely postponed—this should 
have a salutary effect in putting a brake on the influence of the mullahs and 
other extremists. Meanwhile, however, the Pakistani delegation at the Security 
Council has been playing an extremely prominent part in endeavouring to get 
the Tunisian issue on the agenda, and this is being given enthusiastic publicity 
in the Pakistani press. 


Kashmir 


R. GRAHAM, the United Nations representative, returned once more 
to the sub-continent at the end of February, and resumed talks about 
the demilitarization issue which is holding up progress towards the Kashmir 
plebiscite. At the time of writing his report has not been presented, but it is 
understood that it will be a record of failure. According to official circles in 


Karachi, Dr. Graham was unable to persuade the Government of India to 
modify their previous attitude in any way. This has been a grave disappoint- 
ment, because, for some reason which has not been wholly clear, a feeling of 
optimism had grown up just before Dr. Graham’s return. Pakistanis, after a 
long period of despair, had come to feel that there was a real chance of a 
compromise regarding the remaining disagreements about demilitarization 
and the appointment of the plebiscite Administrator. Despair now holds the 
field again, and Pakistanis have little hope that the Security Council will fulfil 
its obligation to call on both sides to accept arbitration regarding the dis- 
puted intermediate issues, and to apply pressure if India refuses to comply, as 
she inevitably will. It is thought that Pakistan may have prejudiced her stand- 
ing with the United States and the United Kingdom by her uncompromis- 
ing championship of the cause of Tunisian independence, while it is evident 
in recent months that there has been a remarkable rapprochement between the 
United States and India. It has even been alleged in the press that a secret deal 
has been made between the United States and India, involving the virtual 
recognition of the fait accompli in Kashmir. 


The Colombo Plan 
ins meeting of the Consultative Committee of the Colombo Plan at 
Karachi in March brought numerous distinguished personages to Karachi 
and focused the attention of Pakistanis on the immense amount of assistance 
which Pakistan and the other underdeveloped countries of South and South- 
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East Asia are receiving from the Commonwealth and from America. The 
Minister for Economic Affairs, Mr. Fazlur Rahman, presided over the meet- 
ing and, in his final speech, observed that there was no feeling of superiority 
attached to the act of giving or inferiority tainting the act of receiving, but 
that the members of the Plan were working as members of a family imbued 
with the idea of helping one another. 


The Slump and the Budget 


M® MOHAMMAD ALI, the Finance Minister, presented his first budget 
to the Assembly on March 15. He was unfortunate in having to make 
the statement against a background of economic depression, the more so 
because the commodity slump had made itself felt only two or three weeks 
before, when, presumably, it was too late for the Finance Ministry to modify 
its proposals. The consequence was that the budget allowed no reserve and 
made no provision for the loss of revenue which must now be expected from 
the almost inevitable reduction in export duties. The high export duties on 
raw cotton, raw jute, wool, hides and skins, and tea, have contributed beyond 
all expectation to Government’s revenues during the past two years, but it 
was always obvious that they could be maintained only so long as the boom 
resulting from the world demand for primary commodities continued. The 
first serious crack in the boom occurred towards the end of January when 
prices in the Karachi cotton market started to fall sharply. By the end of 
February holders of cotton who could a few weeks previously have disposed 
of their stocks at Rs.130 per maund could hardly make sales at Rs.90. Some- 
thing like a panic ensued, and the Karachi Cotton Association suspended 
business and called for assistance from Government. As a result, minimum 
prices were fixed and Government agreed to introduce a support scheme for 
the current season, under which the Cotton Board would purchase all 
quantities offered at Rs.go per maund. Banks were also asked to accommodate 
their clients in respect of margins retained by them in the past or to be called 
in future, Government guaranteeing them against losses incurred for this 
reason. 

The equally important jute market also ran into a severe period of stagna- 
tion. Wool became practically unsaleable when the Government of India 
removed the export duty on Indian wool, which already had the advantage of 
the lower-valued rupee. So far the Pakistani Government appear to maintain 
their faith in the recovery of primary commodities as soon as stock-piles 
abroad begin to run down, and no reductions in export duty have been made, 
except for a 25 per cent reduction in the duty on tea. Few business men share 
this faith. In fact, most observers believe that if a devaluation of the Pakistani 
rupee is to be avoided Government should lose no time in giving their export 
commodities a chance to compete in world markets by reducing the export 
duties. 

The budget for 1952-53 showed a revenue surplus of Rs.7-84 crores on the 
basis of existing taxation. Mr. Mohammad Ali reduced the surplus to a 
nominal figure by a programme of expenditure and taxation concessions. 
Rs.5 crores were allotted to a new agricultural development fund, Rs.30 /akhs 





PAKISTAN 261 


to an oversea training scheme, Rs.50 /akhs to promotion of contacts between 
East and West Pakistan (a late addition to the budget obviously thought 
desirable as a result of the disturbances in East Pakistan) and Rs.1-68 crores to 
new taxation concessions. There were few taxation increases of importance, 
while the reductions, particularly under the head of import duties, were sub- 
stantial. They were mainly aimed at promoting the industrialization of the 
country. Import duty was abolished altogether on capital goods and on 
various materials required for industry. Profits of industrial undertakings set 
up in Pakistan after partition were also exempted entirely from the Business 
Profits Tax. Some useful sales-tax exemptions, also mainly designed to en- 
courage local production, were announced. 

Although the budget allowed no margin for possible loss of revenue as a 
result of the slump, it did provide for such a wide and varied programme of 
expenditure that it was evident that Government would have little difficulty 
in meeting losses by cutting down the expenditure programme. A more 
serious weakness of the budget, however, was that despite the apparent 
surplus the country is continuing to live on its capital. The system of budget- 
ing prevalent in both India and Pakistan allows capital expenditure to remain 
uncovered by revenue; it appears in a separate capital budget and the expendi- 
ture is met from loans and cash balances. The result of this is that the cash 
balance of Pakistan has dropped to a very low figure. The year 1951-52 
opened with a balance of Rs.84°33 crores, while the year 1952-53 is expected 
to close with a balance of only Rs.27 crores, despite the fact that due allowance 
has been made on the receipt side for new loans, whether to be floated inter- 
nally or to be drawn from the World Bank, and for the aid to be received 


under the Colombo Plan and the United States Technical Assistance pro- 
gramme. Obviously this process of drawing down the cash balance cannot 
continue indéfinitely, and it seems probable that next year increased revenue 
will have to be raised to meet capital expenditure. On the other hand, 
Pakistan’s foreign exchange reserve is in a very healthy position: it stood at 
only Rs.98 crores on January 1, 1950, and had risen to Rs.148 crores by March 
I, 1952. 


Railways: Oil: Jute 


N March an agreement was signed between the Pakistani Government 

and the International Bank for a loan of 27 million dollars for the rehabili- 
tation, improvement and modernization of the railways. The equivalent of 
12 million dollars has been made available in French francs and this amount 
is to be spent in France, while the remainder of the equipment is to be pur- 
chased in the United States with the dollars provided. Among the items to be 
purchased are thirty-seven diesel electric locomotives and forty-one shunting 
locomotives. 

Great interest was aroused by the offer of the Burmah Oil Company to 
erect an oil refinery in the Karachi area. The capacity of the unit would be 
about 140 million gallons per annum and the cost would be of the order of 
Rs.7 crores. The Pakistani Government had not failed to take note of the 
agreements reached between the leading oil companies and the Government 
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of India for putting up refineries in that country and were anxious to see a 
similar refinery established in Pakistan. At the time of writing no final decision 
has been reached, for the project requires further examination from technical 
and economic aspects; it is understood, for example, that far from resulting 
in any reduction in the price of oil it is likely to make it more expensive. In 
any case, however, the gesture has been much appreciated and has rightly 
been described as a notable act of faith by British capital. Prospecting for oil 
continues in the Mari Bugti district of Baluchistan and at two places in East 
Pakistan. There are grounds for hope that success may be achieved in the 
Baluchistan area. Meanwhile, the Burmah Oil Company have formed a new 
Pakistani concern, Pakistan Petroleum Limited, which has issued its prospec- 
tus. The capital issued is Rs.4 crores for the present, of which Rs.1-2 crores 
worth of shares are reserved for Pakistani nationals. 

The new jute industry of East Pakistan is developing apace. One of the 
Adamjee mills is already in production, although still handicapped by short- 
age of electric power, and sales of jute goods have already been made to 
America. This has naturally caused concern to the Calcutta jute industry, 
which is gravely threatened both by the emergence of this new rival and 
by the expansion of the jute industry of France and other countries. This 
expansion was a direct result of India’s refusal to purchase Pakistan’s raw 
jute after the non-devaluation crisis; being anxious to dispose of their jute 
crop the Pakistani Government undertook to guarantee supplies over a 
long period to any oversea country which was prepared to enter the market 
and make purchases which would tide Pakistan over the crisis. 


Liberties of the Subject 


HE news that the British Home Secretary has endorsed the warrant for 

the extradition of Mr. Mubarak Ali, a Pakistani national who was recently 
arrested in London at the instance of the Government of India, has caused the 
utmost indignation in Pakistan. The Mubarak Ali case had become a cause 
célébre, because it involved an important question of principle. If, it was said, 
a Pakistani citizen holding a valid Pakistani passport could not travel to 
London without the risk of being arrested at the instance of another country, 
a fundamental question of citizenship rights is involved. “On such a vital 
matter”, said Dawn, “the Government of Pakistan will do well to place their 
sovereign status above everything else including their relationship with the 
Commonwealth.” The Pakistani Government had of course made strong 
representations to Her Majesty’s Government through their High Commis- 
sioner in London. In these it was made clear, according to a press note, that 
there was strong evidence to show that the case was in fact motivated by 
political considerations and that Mr. Mubarak Ali could not expect a fair 
trial if extradited. It was also pointed out that if extradition were allowed on 
charges of this nature, other Pakistani visitors to the United Kingdom would 
feel insecure and there might be serious repercussions of a widespread nature. 


Pakistan, 
May 1952. 
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“SWING OF THE PENDULUM 


HE sixth session of the twenty-first Federal Parliament of Canada has so 

far been comparatively tranquil and free from acrimonious controversies. 
The Liberal Ministry of Mr. St. Laurent is now aware through the evidence 
of by-elections and gallup polls that its huge majority in the House of 
Commons is no longer a reflection of its popularity with the voters; and 
Ministers have shed some of the arrogant complacency which they manifested 
in earlier sessions and are now disposed to treat the arguments of the parties 
in opposition with more respect. Moreover, the Progressive-Conservative 
party, which is the official Opposition, has been greatly heartened by its 
victories in recent by-elections and its leader, Mr. Drew, has now at his 
command a sufficient number of competent lieutenants to sustain a long 
debate with the Government. He has also acquired considerable skill as a 
parliamentary tactician and his adoption of a more temperate tone in debate 
has improved his prestige in the country. Mr. Coldwell, the leader of the 
C.C.F., is still the ablest and most experienced parliamentarian in the House 
of Commons, but the continuous prosperity which North America has en- 
joyed since the end of the last world war under the system of free enterprise 
has produced a political climate unfavourable for the advocates of Socialism. 
Mr. Solon Low, the leader of the Social Credit party, has become a competent 
debater, but the policies propounded by him and his followers suggest that 
they are now a sort of foreign legion of the Progressive-Conservative party. 


A Crisis for Farmers 


HE Speech from the Threae, the first ever delivered by a Canadian-born 

Governor General, outlined a very modest programme of legislation, 
which included few highly controversial measures. But the debate upon the 
Address was hardly begun when it was interrupted to permit a discussion of a 
serious crisis, which had arisen for Canadian agriculture through an outbreak 
of foot-and-mouth disease among livestock in central Saskatchewan. Its 
consequences were very serious, for not only did the Government of the 
United States immediately impose an embargo upon movements of Canadian 
livestock and other farm products across the border, but the provincial 
governments of British Columbia, Manitoba and Quebec all took steps to 
protect their farmers from the invasion of the disease. The inevitable result 
of these measures was a serious dislocation of the markets for livestock and 
meat, which threatened producers of them with heavy losses. To check the 
spread of the epidemic, the Federal Government ordered the slaughter of all 
animals exposed in any way to infection and decreed a rigid quarantine for 
the affected district. But it had to face in Parliament a sustained barrage of 
criticism from different quarters of the House, based chiefly on the ground 
that its veterinary officials, who had been warned about the appearance of 
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symptoms of the disease last December, had been culpably negligent in 
taking no steps to cope with it until it had reached the proportions of an 
epidemic in February. Mr. Gardiner, the Minister of Agriculture, made the 
best defence of his Department that was possible, but he did not succeed in 
pacifying many of its critics. It is now taken for granted in Ottawa that the 
removal of the American embargo, which this year will exclude Canadian 
farm products of an estimated value of 130 million dollars from the markets 
of the United States, will have to await the election of a new President and 
Congress in November. So when stocks of meat mounted rapidly in Canada 
and prices for it began to fall, pressure from livestock interests induced the 
Federal Government to establish a plan of price support for beef at the rate of 
25 cents per pound liveweight. 


Debate on the Address 


7” the debate on the Address all the parties in opposition arraigned the 
Government for extravagant and wasteful administration, for overtaxing 
the Canadian people, for failure to curb inflation and the high cost of living 
and for inefficient management of the programme for defence. Mr. Drew, the 
leader of the Progressive-Conservative party, took strong exception to the 
attempt of the Government to eliminate the word “Dominion” from official 
terminology and argued that, since it was embalmed in the pact of Confedera- 
tion as the official title of Canada, its extinction required the consent of the 
Provinces. The only criticism of the appointment of Mr. Vincent Massey as 
Governor General came from Mr. Solon Low, the leader of the Social Credit 
party, who attacked the Government strongly because “without consulting 
Parliament it has taken the first step to bring the highest symbolic office in 
the land down to the level of contentious politics” and because the appoint- 
ment was “‘the last straw in a series of moves which this Government has’ 
made with almost indecent haste to destroy every evidence of the British 
connexion and our allegiance to the Crown”. Prime Minister St. Laurent 
evaded any direct reference to the appointment of Mr. Massey, but he repu- 
diatedly warmly the suggestion that his Government desired to weaken the 
links between the peoples of the British Commonwealth, and he got the 
assistance of some of his Ministers and followers for a rebuttal of the charges 
made by the Opposition. The three parties in opposition each moved separate 
amendments to the Address, but they were all defeated by substantial majori- 
ties before it was adopted. 


Foreign Policy in Parliament 


epg policy nowadays receives much more attention from Parliament 
than in the era when the late Mackenzie King kept the Ministry of 
External Affairs in his own hands and treated it as a sacred mystery intelligible 
only to himself and a few high officials, upon which parliamentary debates 
should be discouraged. By contrast Mr. Pearson, the present Minister for 
External Affairs, believes in the educative value of frequent debates upon 
international problems and it was a refreshing change from the brief and 
perfunctory debates about them in earlier sessions to find at least a score of 
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members, drawn from all parties, making speeches about the international 
situation, which showed that they had been carefully studying the develop- 
ments and trying to forra intelligent judgments about them. 

On April 1, for the first time in history, the merits of the foreign policy of a 
Canadian Government were directly challenged in the House of Commons, 
when on a motion that it should go into committee of supply Mr. Stanley 
Knowles, a member of the C.C.F., moved an amendment regretting that “the 
Government has failed to take effective steps to achieve the implementation 
of Article 2 of the North Atlantic Treaty”, which committed its signatories 
to economic collaboration for the purpose of strengthening the economy and 
improving the health and well-being of weaker nations. 

There had been an interesting prelude to the debate on foreign policy in the 
shape of a sharp controversy between Mr. Pearson and the C.C.F. The state- 
ment, which outlined the programme for defence adopted at the meeting of 
N.A.T.O. in Lisbon in January, had moved the national executive of the 
C.C.F, to issue a manifesto, in which it had branded the programme as 
“irresponsible and disastrous” and declared that the time had come to check 
the domination of the policies of N.A.T.O, by the military and by certain 
American interests to the jeopardy of peace. Stung by these allegations Mr. 
Pearson made a vehement denial of them in a broadcast and declared that they 
were just what Moscow would be delighted to hear. Thereupon Mr. Coldwell, 
the leader of the C.C.F., intervened in the debate on the Address to denounce 
Mr. Pearson’s insinuation that the C.C.F, was sympathetic to Communism, 
which it had fought consistently. To support his case against the statement 
issued after the meeting at Lisbon he was able to cite editorials from British 
papers like The Times, The Economist and The Spectator, which had criticized it 
as strongly as had his party’s executive. He also rebuked Mr. Pearson for 
taking as his model the American Senator McCarthy in trying to smear with 
the charge of Communist sympathies anybody who ventured to disagree 
with his views. 

On the following day Mr. Pearson replied in a more moderate speech, in 
which he exculpated the C.C.F. from the charge of being infected with 
Communist ideals and modified the pronouncement made at Lisbon by ad- 
mitting that only twenty-five of the fifty army divisions promised to General 
Eisenhower would be ready for active service at the end of 1952, and that the 
remaining twenty-five would have to be mobilized from reserves if an emer- 
gency arose. About a week later he made a formal statement about foreign 
policy, but restricted it to the situation in the Far East and the meeting of 
N.A.T.O. He took the line that the conclusion of an armistice in Korea as a 
prelude to a general peace settlement was eminently desirable, and that 
Formosa should not be handed over to the Chinese Communists as long as 
they were supporting aggression in Korea, but that Chiang Kai-shek should 
be given no help by Canada to recover control of the mainland of China. He 
gave a further explanation of the decisions reached at Lisbon and maintained 
that the committee of five had not neglected problems of non-military co- 
operation but had felt that they could not be dealt with effectively except by the 
full membership of the council of N.A.T.O. Mr. Coldwell and other spokes- 
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men of the C.C.F, reiterated their criticism of the policies of N.A.T.O. and 
demanded greater emphasis upon non-military considerations; they argued 
that the negotiations in Korea should be transferred from military to civilian 
hands and that there should be a resolute effort made for a general settlement 
in the Far East, which would include the complete abandonment of the cause 
of Chiang Kai-shek and the admission of China to the U.N. 

The Progressive-Conservatives, although they were suspicious that the 
Government had too tender feelings for the Chinese Communists, were only 
mildly critical of the Government’s foreign policy and their vote against the 
amendment of the C.C.F. was assured when Mr. Drew said: “Our party has 
no intention of supporting any proposition, direct or indirect, that the pre- 
paration for defence now being made is too much.” The Social-Crediters held 
that the United Nations should defend Formosa and never permit its capture 
by the Communists, and they were almost as critical as the C.C.F. of N.A.T.O.’s 
policies and the Government’s relations te them. But Mr. Knowles’s amend- 
ment could only muster the support of the C.C.F., the Social-Crediters and 
two French-Canadian independents, and its defeat by 172 to 21 was tanta- 
mount to an endorsement of the Government’s foreign policy. 


Defence 


IDESPREAD disquiet about the state of the programme for defence 

found free expression when the estimates of the Department of National 
Defence were discussed. No member of the Cabinet is quite so unpopular 
with the Opposition as Mr. Brooke Claxton, who has charge of this depart- 
ment, and the self-satisfied complacency of his explanatory statement intensi- 
fied their normal disposition to bait and harass him. Part of his opening speech 
was an elaborate recital of the achievements of his department, embellished 
with many statistics, in which he carefully glossed over some notorious gaps 
in the programme of defence. Part of it was a narrative, derided by the 
Opposition as a “travelogue”, of a visit of inspection to Korea which he had 
made four months previously. Mr. Claxton claimed credit for the Govern- 
ment for having since the outbreak of the Korean war doubled the strength 
of Canada’s armed forces, which he placed at about 95,000, and contended that 
any failures in the plans to provide them with adequate armaments were due 
to circumstances beyond his control. 

But Major-General Pearkes, V.C., the military expert of the Progressive- 
Conservative party, did not share Mr. Claxton’s complacency and was highly 
critical of his report. He questioned the value of sending a brigade of infantry 
to Europe when the obvious need was for armored units; he pointed out that 
Canada had only one air-carrier, the Magnificent, which was obsolete and not 
equipped to launch jet planes; he was dubious about the defences against 
submarines; and he asked why no satisfactory explanation of the lag in air- 
craft production had been given and why no agreement about standardiza- 
tion of arms had been reached with the United States and Britain. For their 
charges that the administration of the Department of National Defence was 
extravagant, wasteful and inefficient, members of all the parties in opposition 
produced a rich variety of damning evidence. They could see no valid reason 
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why the administrative work for armed forces whose strength was under 
100,000 should require the services of a horde of 40,000 civilians or more 
than two officials for every five fighting men. They told stories of superfluous 
staffs, and lavish expenditures upon the furnishing and beautification of mili- 
tary quarters, and accused Mr. Claxton of setting a deplorable example in 
extravagance in the matter of air travel. 

For some months past certain French-Canadian papers like Le Devoir of 
Montreal have been complaining that French Canadians in the armed forces 
are the victims of racial discrimination and are rarely given promotion to 
high rank; and when Mr. Balcer, a French-Canadian Progressive-Conserva- 
tive, asked Mr. Claxton to explain why out of 137 officers on army staffs in 
Canada above the rank of major only three were French Canadians, he had the 
obvious sympathy of numerous French-Canadian Liberals, who had raised 
the same issue at a caucus of the Liberal party. In a later speech Mr. Claxton 
tried to answer some of the charges made against himself and his department, 
but when his critics resume, as they will, their attack after the Easter recess, 
they will have available fresh ammunition in the shape of revelations about 
extensive thefts of military stores, which have led to arrests of military men 
and civilians implicated in them, and a public admission by one of the senior 
officers of the Royal Canadian Air Force that its expansion is being hampered 
by a serious shortage of air crews. 


Divorce: Civil Rights: Education 


HE group of members of the C.C.F. who started a crusade last session to 

divest Parliament of responsibility for decisions about divorce cases 
originating in Quebec and Newfoundland by transferring it to the Exchequer 
Court, have resumed it this session. They refuse to conform to the practice 
hitherto followed by the House of Commons of accepting the judgment of 
the Senate upon the private bills for divorce and passing them quickly through 
in batches without examination, and they insist upon scrutinizing and discus- 
sing all such bills. They do not hope for headway with their campaign, which 
has strong support in the English-speaking provinces, as long as Mr. St. 
Laurent remains Prime Minister, because his devout loyalty to the Roman 
Catholic Church makes him adamant in principle against divorce. But the 
advocates of this reform avow their determination to persevere with their 
campaign session after session until a sufficient number of members of the 
House of Commons become tired of the waste of time involved in the block- 
ades of the divorce bills and produce a majority for the Bill which seeks to 
remove them from the jurisdiction of Parliament. During the session two 
interesting debates were initiated by private members. Mr. Diefenbaker, a 
Progressive-Conservative, made a vigorous plea for the passage of a Canadian 
Bill of Rights and suggested a reference to the Supreme Court of Canada for a 
ruling about what rights should come respectively under Federal and provin- 
cial jurisdiction. And Mr. Knight, a western member of the C.C.F., secured 
support for his case that the Federal Government should follow up its new 
grants to universities by giving financial assistance for the purpose of 
equalizing standards of elementary education throughout the country. But 
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Mr. Garson, the Minister of Justice, frowned upon the proposal as a danger- 
ous invasion of provincial jurisdiction over education. 


The Budget 


HE Federal Budget submitted to the House of Commons on April 8 by 

Mr. Abbott, the Minister of Finance, showed a very satisfactory national 
balance-sheet; but its failure to offer any real relief from a burden of taxation 
which, if not heavy by British standards, is counted oppressive in Canada, 
displeased the disappointed taxpayers. For the fiscal year 195 1-5 2 which ended 
on March 31 revenues amounting to 4,003 million dollars and expenditures 
totalling 3,647 million dollars left a very substantial surplus of 356 million 
dollars, a sum far above the modest figure of 30 million forecast for the 
surplus in the previous budget speech. The explanations offered for the size 
of the surplus are that in 1951 the value of the gross national production had 
been 6 per cent higher than the estimate of it when the budget was framed, 
and that the Department of National Defence had, for various reasons, been 
unable to spend about 284 million dollars out of the 1,725 million dollars which 
had been voted for the programme of defence. The reply of the Govern- 
ment to the charge that it has been overtaxing the Canadian people has been 
that it is wise fiscal policy to reduce the national indebtness in a period of high 
prosperity, and it can claim considerable success in this particular line. Its 
application of the whole surplus of 356 million dollars to the reduction of the 
net national debt brought the total reduction of this debt since April 1, 1947, 
up to 2,344 million dollars, with a consequent saving of 62 million dollars in 
annual interest charges. On March 31 the net national debt stood at 11,607 
million dollars and the average rate of interest on it was 2°65 per cent. 

The budget for 1952-53 is framed on the assumption that the value of the 
gross national production will rise in 1952 between 4 and 5 per cent, provided 
good average crops are garnered, productive efficiency is maintained and no 
serious industrial stoppages occur, and that prices will range between their 
present level and an advance of 2 per cent at the most. On the existing basis 
of taxation the yield of the revenues was estimated at 4,395 million dollars. 
Since, owing to heavier commitment for the programme of defence, the 
prospective expenditures had mounted to 4,270 million dollars, the Minister 
of Finance had in sight a probable surplus of 125 million dollars and felt able 
to propose reductions of taxation, which are expected to cost the Treasury a 
loss of 116 million dollars’ worth of revenue during the current fiscal year. 
About one-third of the total reduction is conceded in the field of income tax, 
and there is a rearrangement in the methods of its collection. The special sur- 
tax of 20 per cent for defence, which was imposed by the last budget, is now 
incorporated in the basic schedules of income tax and their rates are reduced 
by 6 per cent. But what the Minister gave with one hand he took away with 
the other, and the budget’s imposition of a special levy, operative after July 1, 
1952, of 2 per cent on all taxable income for the purpose of financing the 
programme of old-age security means that, instead of the abatement hoped 
for, there will actually be a small increase in income taxation for 1952: for 
example, a married man with two children and an income of $5,000 per annum 
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will have to pay $556 as compared with $544 for 1951. The corporations, 
for which the effective rate of income tax in 1951 on profits over $10,000 was 
45°6 per cent, will fare worse, since through a revision of the schedules and the 
addition of the old-age security tax the top corporation rate for 1952 will be 
52 per cent, both in the eight provinces which have tax agreements with the 
Federal Government and in Ontario and Quebec. 

Crown companies which compete with private corporations will hence- 
forth have to pay the normal corporation tax from which they have been 
exempt, but the relief of a maximum limit of 43 per cent has been conceded to 
companies generating electricity, gas or steam. The maximum limit for deduc- 
tions for medical expenses has been raised, the tax deduction permitted to 
mining, oil, and gas companies for costs of exploration has been prolonged 
for another year, and the three years’ exemption for new mines entering pro- 
duction has been extended to 1955. 

The general sales tax of 10 per cent is unaltered, but the special excise tax 
on stoves, refrigerators and household washing-machines is dropped, and 
consumers will also benefit by a considerable reduction of the taxes on motor- 
cats, tires, electrical appliances, cameras, cigarettes, tobacco in raw leaf, soft 
drinks and a variety of other articles. The changes decreed in the tariff are not 
extensive and many of them are alterations in wordings of schedules and 
classifications, designed to remove administrative difficulties which have 
arisen. In accordance with a recommendation of the Tariff Board the duties 
on window, plate and other types of glass are lowered; and to its credit the 
Government has resisted the strong pressure of the woollen and cotton manu- 


facturers for increased protection against foreign competition. But in a 
general revision of the schedules affecting plastics, higher duties are imposed 
on imported fabricated plastics. As the result of its failure to ease tax burdens 
in any serious degree the budget has not had a favourable press, and spokes- 
men of the Opposition are accusing the Government of withholding relief 
from the taxpayers in order that they may win goodwill when it is given next 
year in a budget produced on the eve of a general election. 


Growth of the Population 


IGURES for the latest census of Canada taken in June 1951 show a 

creditable but not spectacular growth of its population. In that month 
the total population was estimated at 13,893,208, a gain of 2,386,553 or 20.7 
per cent over the figure for the census of 1941, which was 11,505,655. 
But, when the population of 320,000-odd acquired by the incorporation of 
Newfoundland as the tenth province in 1948 is subtracted, the actual gain of 
the other nine provinces is not much over 2 millions. But this gain is not 
uniformly distributed. Of all the Provinces British Columbia, with its popula- 
tion now placed at 1,153,009, shows by far the largest relative gain, 41 per 
cent; and the increases for Ontario and Quebec, credited respectively with 
4,562,000 and 4,010,235 people, were almost identical, 20-5 and 20-4 per cent. 
Alberta with a population of 936,556 had a creditable gain of 17°6 per cent, 
but its eastern neighbour Saskatchewan with 831,728, showed the only actual 
decrease, 7:5 per cent, and Manitoba with 771,815 had only a gain of 5-6 per 
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cent. Of the Maritime Provinces, the populations of New Brunswick, 
512,186, Nova Scotia 638,277 and Prince Edward Island, 97,787, showed 
respectively gains of 12, 10:4 and 2:9 per cent, and Newfoundland’s first 
Canadian census estimated its population at 357,762. 

One notable feature of the returns is that between them the two central and 
highly industrialized provinces of Ontario and Quebec contributed a gain of 
1,453,053 people, which was more than two-thirds of the total gain of the 
whole country without Newfoundland; and their percentage of the total 
population, which was 61 per cent in 1941, has now increased to 63 per cent, 
despite the inclusion of Newfoundland. On the other hand, the three Prairie 
Provinces with a combined population of 3,537,546, as compared with 
2,421,905 in 1941, find their proportion of the total population reduced to 
18 per cent from 21 per cent in 1941 and a similar set-back is experienced by 
the Maritime Provinces. 

The returns also supply evidence of the increasing urbanization of Canada’s 
population. The ratio of the urban population, which had been 56 per cent in 
1941, had grown to 61-6 per cent in 1951; and urban residents outnumbered 
rural folk in five provinces—Ontario, Quebec, Nova Scotia, Manitoba and 
British Columbia. In this trend Ontario held the lead with the ratio of its 
urban population raised from 68-4 to 70-7 per cent; but all ten Provinces 
showed gains in their urban population, while there was an actual decline in 
the rural population of four Provinces, Prince Edward Island, Manitoba, 
Saskatchewan and Alberta, and only a modest increase in the remainder. 
Accordingly the rural elements have no longer any prospect of enforcing 
their ideas about Federal economic or other policies against the desires of 
the greatly increased urban population. 

Canada has now 34 cities with a population in excess of 30,000, which is 
7 more than in 1941, and 10 cities whose population exceeds 100,000. 
Montreal has the honor to be the first Canadian city to pass the million mark, 
since in the decade its population rose 13 per cent from 903,007 to 1,021,520. 
The increase in the population of Toronto to 675,574, as compared with 
667,457 in 1941, was negligible; but a very large increase in the population of 
suburban municipalities, whose incorporation in the city is planned, brought 
the population of the metropolitan area of Toronto well above 900,000. But 
the greatest proportionate gains, the result of the oil boom in Alberta, were 
recorded by Edmonton, whose population rose 70 per cent from 93,817 to 
159,631, and by Calgary, which with a total of 129,060 as against 86,904 in 
1941 showed a gain of 45 per cent. The other cities with populations over 
100,000 were Vancouver (344,833), Winnipeg (235,710), Hamilton (208,321), 
Ottawa (202,045), Quebec (164,076) and Windsor (120,149). But despite 
these gains one satisfactory revelation of the census is that Australia’s 
dangerous concentration of her population in a few very large cities is not 
being paralleled in Canada. In the period 1941-51 the combined population of 
the ten largest cities named above rose from 2,818,884 to 3,263,939, but their 
gain of about 16 per cent was substantially less than the gain in the total 
population. So in view of the decline of the agricultural population it seems 
certain that the largest share of the advance in population has fallen to the 
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minor cities, the towns and the villages. This development is altogether 
healthy for the country. 


Census and Representation 


UT a close analysis of the returns of the census indicates that Canada’s 

leakage of population has not abated and that for every six immigrants 
admitted more than four left her bounds. In the decade 1941-51 the popu- 
lation of 11,506,000 recorded in 1941 received a reinforcement of 591,000 
immigrants, the largest number secured since the first decade of the century. 
The number of births recorded in the decade was 3,197,000 as against 
1,215,000 deaths and the natural increase was therefore 1,982,000, while 
Newfoundland has brought an addition of 358,000 people. The following 
table shows what Canada’s population would have been, if there had been 
no loss by emigration: 


Population in 1941. . 11,506,000 
Immigrants. : ; $91,000 
Natural increases ° » 1,982,000 
Newfoundlanders ‘ 358,000 


14,437,000 


But the actual count of the census is just over 14 million and there must 
therefore have been a loss of about 437,000 by emigration. Official figures 
place the number of emigrants who left Canada in the period 1941-51 at 


286,000 and therefore about 150,000 people are not accounted for; the 
assumption is, since there is a careful check of emigrants departing by sea, that 
most of the missing people managed to evade the immigration officials of 
the United States and slip across the border. 

The Constitution of Canada prescribes that a redistribution of the seats 
in the Federal Parliament must follow each census and the Bill for this 
purpose now before Parliament will not escape the bitter controversies 
which have habitually preceded the passage of such measures. Under the 
terms of the British North America Act the governing principle in each re- 
distribution was that the Province of Quebec had its number of seats in the 
Federal House of Commons fixed at the static figure of 65, and the numerical 
unit for all constituencies was determined by dividing by 65 the population 
credited to Quebec by the last census. The population of each of the other 
provinces was then divided by the figure produced in Quebec and the quotas 
of seats to which they were entitled were thus ascertained. But in the applica- 
tion of this principle certain statutory exceptions were legally sanctioned. 
Prince Edward Island, as part of the price of its entry to Canadian Confedera- 
tion in 1870, exacted a guarantee that it would have in perpetuity four seats in 
both the House of Commons and the Senate and, although on the basis of its 
present population the island is only entitled to two members of the Com- 
mons and one Senator, its people fiercely resent any suggestion that the bar- 
gain made some eighty years ago is unfair to the rest of Canada and regard it 
as inviolable. Then both Nova Scotia and New Brunswick are assured, 
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regardless of their population, of a minimum quota of ten seats by a provision 
of the B.N.A. Act which decrees that the number of their representatives in 
the House of Commons shall never be less than the number of their Senators. 

But when the last redistribution bill was passed after the census of 1941, 
dissatisfaction which had developed in Quebec with a fixed limit of 65 for its 
seats in the House of Commons was responsible for an amendment of the 
Constitution, which provided that the membership of the House of Com- 
mons, previously 243, should be permanently fixed at 262 end that the unit 
for representation should be ascertained by dividing the total population 
shown by the census of 1941 by 262. The effect of this change was to give 
Quebec 73 seats instead of 65 and to avert reductions in the quotas of some 
other provinces. 

Today the lack of uniformity in the growth of the population of the dif- 
ferent provinces entails a rearrangement of their quotas of Federal seats. On 
the basis of the data of the census of 1951 Saskatchewan stands to lose 5 
seats, Manitoba 2 and Nova Scotia 1; of these 8, 4 would be transferred to 
British Columbia, 2 to Ontario and 2 to Quebec. But naturally the people of 
Manitoba and Saskatchewan do not take kindly to this prospective loss of 
political influence at Ottawa, and a vigorous campaign of propaganda for its 
prevention has had the solid support of the press of these provinces. It is 
argued with considerable force that the principle of representation by popula- 
tion has never been regarded as sacrosanct in Canada and that, apart from the 
special safeguards erected for three Maritime Provinces, there have been 
other breaches of its strict observance. With the acquiescence of all parties 
the numerical unit for the representation of rural constituencies had always 
been kept substantially lower than the unit for urban seats because it was 
felt that cognizance should be taken of the factor of territorial size. Moreover, 
in most of the Provinces serious discrepancies in the numbers of voters in 
different urban and rural constituencies were permitted; for example, at the 
time of the last redistribution Glengarry County in Ontario, the member for 
which was the late Mr. Mackenzie King, was not merged with the adjacent 
county of Prescott, though it had less than half the quota of voters required 
for the average rural constituency. 

So it is argued that another addition to the breaches of the principle of 
representation by population would harm nobody and would be a sympathetic 
gesture to Saskatchewan, which is faced with the loss of 5 out of its present 
20 seats. It is pointed out that, if it is carved up into 15 divisions, the size of 
some of them will be far too enormous for the efficient representation of 
their voters by a single member. Evidently the Cabinet has seen some force in 
this argument, for Prime Minister St. Laurent has submitted to the Commons 
a tentative proposal that the membership of the next House of Commons 
shall be increased from 262 to 265, and that there shall be inserted in the 
Constitution an amendment providing that in any redistribution no Province 
shall ever lose more than 15 per cent of its Federal seats. If these proposais 
find favour, the loss of Saskatchewan will be kept down to 2 seats and the 
third of the new seats will be given to the Northwest Territories, which now 
share a member with the Yukon. But it is far from certain that the members 
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from the other provinces will agree to this special concession to Saskatche- 
wan, which is now the chief Canadian stronghold of Socialism. 

In the debate on the Address the Hon. C. G. Power, formerly a Minister 
under Mr. King and now the Dean of the House of Commons, who has had 
long and painful experience of bitter wrangles over every redistribution, 
made a powerful plea for their termination by entrusting the task of re- 
distribution to an impartial commission headed by a Justice of the Supreme 
Court. He gave chapter and verse to support his thesis that every time a 
political party has used its temporary majority in the House of Commons to 
make its will prevail in arranging a redistribution calculated to promote its 
own interests, it has been disappointed in the fruits of its machinations at the 
next general election. But his very powerful arguments for a change failed to 
convince the Government, and it has followed the traditional practice of 
handing the redistribution bill over to the mercies of a special committee, on 
which all parties are represented in proportion to their strength in the House 
of Commons. 


Canada, 
May 1952. 
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“THE DILEMMA OF DEFENCE 


(The defence policy of the Australian Government is at present the subject of acute 
controversy, and more than one opinion is held within the Group generally responsible 
Sor the treatment of Australian affairs in Tue Rounp Taste. The following article 
reaches the Editor with the intimation that it has been closely studied by the members of 
the Group, but that, while they all respect the authority of the author, they do not un- 
animously concur in his conclusions. Some critics in New South Wales think that 
greater allowance should be made for the reticence imposed upon the Government by 
considerations of public security.) 


HE Minister of Defence, Mr. McBride, tabled an important statement in 

the Defence programme to the House of Representatives on February 21. 
This statement, which is not yet debated, was followed by bitter debates 
upon two Bills, one to ratify the treaty which terminated the war with Japan 
and the other to adopt the Security Treaty between Australia and New 
Zealand on the one hand and the United States on the other. Shortly after the 
prorogation of Parliament, which followed the passage of these Bills, the 
Prime Minister, Mr. Menzies, announced the government decision to send a 
fighter wing of the Royal Australian Air Force to join United Kingdom 
forces in the Middle East. The statement and the debates, taken in conjunc- 
tion with the government action in making a tangible military commitment 
in the Middle East, raise important issues of defence policy. In the first place, 
the statement on defence shows that military policy is being formulated with 
insufficient regard to Australia’s interests in the Western Pacific and to the 
need for American aid in the equipment of armed forces. In the second place, 
the debates show, under cover of an apparent agreement in principle, a 
dangerous cleavage in the approach to military problems of the government 
and the Labour Opposition. 


The Strategic Background 


HE Minister of Defence, in his statement, claims that important additions 

have been made to the Labour Government’s Five Year Defence Pro- 
gramme and that it is now possible to present a consolidated programme with 
an indication of the progress achieved. He states that the strategic back- 
ground to the Government’s defence policy is based upon three main 
propositions. First, it is vital to check the form of aggression which is now 
taking place in Korea and Malaya. An adequate Australian contribution to 
this task is essential, and to this end the naval, land and air forces engaged in 
Korea are to be supplemented by a second battalion. The air contingent of 
two squadrons in Malaya is to be retained there. Secondly, if there is a global 
war, it will be won or lost outside Australia. Australia must therefore play 
its full part in its allotted place in the general allied strategy, and the employ- 


 emmumins ® ©&§ FO © 8 & 


et pl le. ee Ml eee. eee 





AUSTRALIA 275 


ment of its forces must be planned in advance in co-operation with these 
allies. Thus the strategic roles of the Navy, the Army and the Air Force have 
a direct bearing on their development, organization and equipment. To this 
end there has been continuous consultation with the members of the British 
Commonwealth, Thirdly, the local security of Australia, at least during the 
next two decades, is likely to depend on the control of sea and air communi- 
cations in the Pacific and Indian Oceans. Invasion, such as was possible 
before 1945, is in the highest degree unlikely. Whilst the sea lanes of the 
Pacific are under our control and the vital land areas of Eurcpe, the Middle 
East and South-East Asia are held, this freedom for Australia will continue. 
The naval plan of development is therefore directly related to the threat of the 
long-range submarine and to the protection of commerce and troop move- 
ments. The Minister concluded his strategic appraisal by repeating the Prime 
Minister’s injunction that the time available for preparation may be short, 
that preparations should be completed within three years and that, as 
the potential aggressors have great forces in being, a large part of the 
armed forces must be prepared for service overseas on the outbreak of 
hostilities. 

At first sight the Minister’s strategic analysis is unexceptionable, but there 
are several significant omissions. There is no reference to the Security Treaty, 
the debate upon which closely followed the tabling of the statement. This 
treaty contains a guarantee by the United States to aid Australia in the event of 
aggression. Australia assumes an obligation to assist the United States in a like 
manner. The treaty provides for consultation and implies the use of standard 
weapons if it is to be implemented effectively in practice. It is strange that, on 
an issue of such importance, the Minister should be silent. The inference 
is that the Government has not yet discussed these matters with the United 
States. 

The second omission is the absence of reference to the growth of Commun- 
ism in Asia. Chinese Communist leaders make no bones about their intention 
to extend their dominion over the next two or three decades, to include the 
weak independent states of South-East Asia. Australian support for the United 
Nations in Korea and for the British forces in Malaya is tangible evidence of 
Australian concern with the threat of a long struggle in East Asia. The 
decision in this struggle will obviously be of vital importance, but the Minister 
avoided any mention of it in his review. His reasons are not difficult to under- 
stand. There are fundamental differences between the United Kingdom and 
the United States on policy in China and equally important differences be- 
tween India and the other members of the British Commonwealth. Until 
these differences are resolved, it is impossible to determine in advance the 
theatre of operations in which Australian forces are likely to be engaged in a 
global contest and therefore to decide upon their training and equipment. 
Whether or not an armistice is concluded in Korea, a united British Com- 
monwealth front in East Asia is impracticable. The Minister’s references to 
continuous consultation with the members of the British Commonwealth 
can mean little in regard to co-operation in the Western Pacific. 

The third defect of the strategic analysis is failure to consider the effect of 
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atomic weapons upon local defence. There is reason to believe that missiles 
similar to those used by the Germans, but with atomic heads, can be dis- 
charged from long-range submarines. The Australian capital cities are parti- 
cularly vulnerable to such form of attack, and the difficulties of an adequate 
defence are considerable. The Minister’s advisers apparently consider that the 
Russians and the Chinese would find more attractive targets elsewhere, for 
there is no mention of any measures of defence. Indeed, the naval and air 
units assigned to anti-submarine defence are barely adequate. To sum up, 
then, the strategic analysis is cogent provided that we can ignore the American 
treaty, the Chinese Communists and the atom bomb. 


The Naval Programme 


HE naval programme aims at building up a balanced fleet backed by shore 

establishments. The active fleet includes a Carrier Group of two light 
aircraft-carriers, with a cruiser and destroyer screen, four escort frigates for 
the protection of shipping and a miscellaneous collection of surveying ships, 
training ships and other vessels. The strength of this force is stated to be 
based upon the obligation of an equal partner in the maritime Empire to 
make an adequate and effective contribution to the naval defences of the 
British Commonwealth. In war the Royal Australian Navy would, it is said, 
be called upon to assume responsibilities for a “large share” of the defence 
of trade routes in the Pacific and Indian Oceans. It would have the task of 
convoying oversea components of the Australian land and air forces. The 
personnel establishment for these tasks is to be 27,000, made up of 17,000 
Permanent Naval Forces and 10,000 Citizen Forces. Current personnel 
strength is stated as 21,000, including 13,500 Permanent Naval Forces. The 
naval construction programme of the previous Government has been sub- 
stantially extended. It now covers the completion of the remaining four of 
six modern destroyers in the original programme, a follow-up programme of 
six fast anti-submarine frigates and the conversion of five “Q” class destroyers 
for anti-submarine work. The construction programme, which is concerned 
mainly with anti-submarine vessels, has been seriously delayed by a shortage 
of man-power in the dockyards. 

Several inferences may be drawn from the naval statement. It is clear that 
the carrier group of the active fleet is intended to work in close co-operation 
with the Royal Navy in the Indian Ocean and South-East Asia, for its equip- 
ment, including aircraft, is to British standards. It is therefore difficult to under- 
stand the reference to extensive responsibilities in the Pacific. This is also an 
area of concern to Australia, but it is one in which co-operation with the 
United States Navy would be essential. The naval statement avoids any such 
suggestion. The statement also shows that the construction of anti-submarine 
vessels has been delayed and that these vessels stand behind four destroyers 
for the carrier group screen in priority in the naval construction programme. 
This is a serious defect, for if global war is as close as the Prime Minister has 
suggested a small submarine effort in the main Australian coastwise shipping 
routes would have an immediate effect upon the Australian economy in the 
present state of the transport system. If it is intended to concentrate upon 
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imperial communications and leave the local sea routes inadequately guarded 


for the time being, the economic consequences of such a plan would be serious 
in case of war. 


Army and Air Force 


HE role of the Army is stated as, first, to provide forces for possible 

commitments under the United Nations, including regional arrange- 
ments in the Pacific; secondly to participate in British Commonwealth 
defence; thirdly to provide a basic organization for expansion in time of war, 
and finally, to provide for the local defence of Australia and its territories. 
For these purposes the Army is organized into three components. The Field 
Force comprises two regular independent brigade groups, two Citizen Force 
divisions and Citizen Force personnel for units of a third division, for two 
armoured brigade groups and for selected corps units. The Field Force is 
therefore the equivalent of an Army Corps of three divisions and corps troops. 
The Garrison Force for local defence and for internal security includes regular 
and Citizen Force units for fixed defences, headquarters, base and admini- 
strative units. Finally, a command, training and maintenance organization is 
to ensure the correct functioning of the Field Garrison Forces and to raise 
and train such expeditionary forces as may be required in war. The total 
establishment of the regular forces is 33,000, approximately one-half of whom 
are assigned to non-operational duties. The present strength is about 24,000. 
The establishment of the Citizen Forces, including national service personnel, 
is 97,500, of whom 30,000 would be volunteers and the balance national 
service men under training. The present strength is 19,300 volunteers and 
8,300 national service men. A further 9,750 national service men are on full- 
time training. 

The Army statement is interesting for what it conceals rather than what it 
reveals. The personnel strength is now 61,150, and the attempt to secure 
volunteers, liable for service overseas, to fill regular and Citizen Force 
establishments has failed. At the present rate, Permanent Force units are 
unlikely to reach establishment until 1953 and an increase in strength of 
Citizen Force units to the establishment of 97,500 depends upon the induc- 
tion of trained national servicemen. Several years must elapse before the 
units planned are up to establishment. Meanwhile, approximately half the 
61,150 on strength—say 30,o0o—are shown as assigned to the operational 
units in the Field and Garrison Forces. If a deduction be made for units 
serving in Korea, sufficient personnel is left out of the 30,000 for about one 
division for service overseas in war. As the Government has stated its interest 
in the four-power proposal for the security of the Suez Canal and has accepted 
an immediate Air Force commitment in the Middle East, a similar army com- 
mitment is indicated. A minimum commitment would be one division, so 
that the only disposable army formation would as a consequence be assigned 
for service in the Middle East. This action would commit the Australian army 
to equip to British pattern and limits its utility in the Pacific, where the 
dangers are obvious. 
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The function of the Royal Australian Air Force in war is stated as the 
provision of the air defence of the Commonwealth and its territories, the 
defence of sea communications in co-operation with the Navy and, finally, 
the provision of an Air Expeditionary Force for service overseas. The force 
is organized into three parts. A Home Defence organization of eight squadrons 
is to provide interceptor fighters for the protection of the main capital cities 
and two bomber reconnaissance squadrons for the defence of sea communi- 
cations. A Task Force of eleven squadrons is to form the nucleus of an 
expeditionary force. Supply, maintenance and training units are to provide a 
nucleus organization to maintain and to expand the force in war. The organi- 
zation provides for nineteen squadrons, including five Citizen Air Force 
squadrons. Four squadrons with ancillary units are serving overseas: two in 
Korea and two in Malaya. Two additional fighter squadrons are to be 
dispatched to the Middle East, probably to Cyprus, and will be re-equipped 
with R.A.F. type fighters. The planned personnel strength is 23,600, exclusive 
of reserves, and will comprise 16,800 Permanent Air Force, 1,800 Citizen Air 
Force and 5,000 national service men in training. The present strength is 
14,100 Permanent Air Force with a quota of Citizen Air Force and a small 
active reserve. An extensive plan of aircraft production and procurement has 
been authorized. The programme includes the local manufacture of 80 Vam- 
pire jet fighters, 72 Sabre jet fighters and 48 Canberra medium jet bombers. 
Twelve Lockheed Neptune long-range reconnaissance aircraft are being pro- 
cured from the United States. Extensive reconstruction work is planned on 
the main service aerodromes to permit the use of these modern aircraft. 

The statement discloses three important points. First, six squadrons and 
ancillary units from a total of eleven Task Force squadrons have been assigned 
for service in three widely separated theatres, in which supply and mainten- 
ance will impose considerable difficulties on an undermanned service. It is 
unlikely that the strength of the remaining elements of the Task Force can be 
brought up to establishment before 1954. The Government seems to have 
committed its available air forces and to have nothing in hand for an emer- 
gency. Secondly, only a small proportion of the Home Defence Force, two 
squadrons, is designed for anti-submarine work. The experience of World 
War II has shown that such a force is insufficient. As the naval programme of 
anti-submarine frigates is delayed, it is evident that risks are being accepted 
in the immediate future for the protection of coastwise trade. Finally, the 
equipment of R.A.A.F. units will be partly British and partly American. This 
fact imposes further limit upon the theatres of war in which Task Force units 
can be employed without re-equipment to theatre standards. 


Supply 
HE supply aspects of the Defence programme are co-ordinated by the 
Minister of Defence. Procurement is divided between the Department of 
Defence Production, whose responsibility is the manufacture and supply of 
munitions, including aircraft, and the Department of Supply, which is 
responsible for the supply of materials other than munitions, that is, clothing 
and general stores. The industrial capacity of Australia to meet the needs of 
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the Services on mobilization and for war has been surveyed by the Joint 
War Production Committee. The Government has approved a number of 
projects costing £95 million, aimed to increase capacity in government 
factories and annexes. The projects include the expansion of capacity for 
aircraft pressed parts, the procurement of high-precision machine tools and 
the construction of a plant to manufacture RDX explosive. The allocations 
to both Departments total £32-7 million for the current financial year. 

Government policy on supply is to obtain the most modern types of equip- 
ment, vehicles and weapons for the armed forces. Much of World War II 
equipment is now obsolescent and is being replaced by items of a more 
elaborate and costly type. The most significant point in the Minister’s state- 
ment on supply is therefore the small sum allocated for the purchase of 
munitions from Australian sources. Unless a programme of new munition 
factories is inaugurated without delay, the statement shows that only a small 
part of the weapons and equipment required for the forces can be procured in 
Australia this year. The Chairman of the Joint War Production Committee, 
Sit John Storey, stated in 1950 that the defence potential of Australian 
industry fell seriously short of modern requirements. Indeed, the costly and 
complicated weapons of modern war can only be manufactured by nations in 
possession of a wide nexus of manufacturing and chemical industries. The 
small nation is not in the race in a modern atomic and technological contest 
without substantial external aid. 

It is clear that the Service staffs have failed to appreciate the narrow in- 
dustrial base available in Australia for the equipment of the forces and the 
imperative need to rely upon such aid. The plans detailed by the Minister 
contemplate the employment of the bulk of the Australian forces in associa- 
tion with British Commonwealth forces and with British standard weapons 
and equipment. It is understood that the United Kingdom has no equipment 
to spare and would indeed appreciate Australian assistance. The United 
States, on the other hand, has such equipment in mounting quantities and is 
engaged in equipping the forces of its allies, including the United Kingdom. 
The door seems to have been shut against aid from the United States, for the 
policies set out are such that it would be difficult for the Americans to help. 
The practical alternative to American aid is to rely upon the obsolescent 
World War Il equipment now held in depots. 


Interrelation of Economic, Foreign and Military Policy 


ik has been repeatedly emphasized by the Prime Minister that the defence 
policy of the Government is to increase the size of the defence forces and 
their state of readiness for war in the shortest possible time. The Minister’s 
statement shows the difficulties of implementing this policy without the 
close co-ordination of effort in the economic, diplomatic and military fields. 
On the one hand, the tendency to commit a large part of the armed forces to 
the Middle East runs counter to the obligations assumed under the security 
treaty with the United States and gives insufficient weight to the critical 
situation in East Asia. On the other hand, the complementary decision to 
equip the armed forces with British-pattern equipment calls for a scale and 
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diversity of production of weapons from Australian industry far beyond its 
capacity and shuts the door to American aid. It is unlikely that the Govern- 
ment can achieve its objectives without an appreciation of the economic and 
diplomatic factors involved in what were once purely military decisions. 

The National Security Resources Board, established in 1950, was intended 
to co-ordinate economic and military planning on the highest level. The 
major problem facing the Board at its inception was that there was no surplus 
of man-power and materials available to increase defence production and 
that the power of the Commonwealth Government to direct labour and 
materials to the defence industries in time of peace was uncertain. The pro- 
duction of all the modern equipment required by the armed forces would 
involve the deflection of about 150,000 workers to the defence industries. 
An attempt to do so without some form of direction of labour and materials 
would greatly aggravate the inflationary pressures on the economy. The 
dilemma is exactly the same as that faced by the United Kingdom and 
Western Europe; and the Australian economy has become sensitive to such 
pressures particularly since 1950. In those industries in which the placing of 
defence contracts was practicable, a detailed investigation of the demands of 
the armed forces showed that these demands involved a much higher degree 
of stock piling of equipment than the situation appeared to justify. In the 
circumstances, the Government found it necessary to defer preparatory action 
until its powers of direction were established and until the inflationary 
pressures on the economy had moderated. Greater progress would no doubt 
have been possible if the service staffs had taken these economic factors into 
account in the preparation of their plans. 

The debates upon the Japanese and American Treaties throw much light 
upon the divergent attitude of the Government and the Opposition to 
contemporary military problems. Both parties supported the American 
Treaty and acknowledged, if only nominally, the leadership of the United 
States in world affairs. The Japanese Treaty, however, was opposed on the 
grounds that a rearmed Japan would constitute a major danger to Australia. 
On the Government side, there appear to be two schools of thought on the 
relation of foreign to military policy, one favouring an exclusive British 
Commonwealth approach, even to the subordination of local defence to 
Commonwealth considerations, and the other favouring a closer under- 
standing with the United States. Members of the Opposition have advanced 
a number of different views. First, there is the traditional isolationist approach, 
opposed to conscription for oversea service and mainly concerned with local 
defence. Secondly, there is the internationalist view which accepts with 
reservations the military obligations of the charter. Thirdly, there is a view 
which opposes the colonial régimes in East Asia and seeks a peaceful under- 
standing with the Asian peoples. Finally, there is the Australian equivalent 
of the Bevanites, opposed to costly rearmament and frankly anti-American in 
sentiment. 

There is a deep cleavage of opinion between the approach of the Govern- 
ment and the Opposition to the external international implacations of military 
policy and it is not surprising that the Opposition has refused to join the 
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recently formed Standing Committee on Foreign Affairs. This cleavage pre- 
cludes the adoption of a bi-partisan policy in both foreign affairs and defence 
at a critical time when a common policy is most desirable, Such a policy would 
call for a close association with Canada, New Zealand and the United States 
in the Pacific, a development which the Australian public would accept as 


common sense but which the political parties have so far been unable to 
formulate. 


Australia, 
May 1952. 





SOUTH AFRICA 


THE BUDGET 


VEN if it had not been overshadowed by the constitutional crisis Mr. 

Havenga’s budget would have aroused little comment, save for the 
sobering thought that for the first time the Union Government is budgeting 
for an expenditure of well over £200 million on revenue account. The 
estimates total just under £206 million as compared with the record revised 
estimates for 1951-52 of £194} million. 

In place of an estimated deficit for 1951-52 of more than £34 million, the 
Minister expected to end the financial year with a surplus of over £4 million. 
Since the size of this surplus depends almost entirely upon the amount of 
arrear tax assessments relating to previous years which the Inland Revenue 
Department has managed to overtake, it would not be surprising if the sur- 
plus drawn from this hidden reserve proved to be even greater. 

The items mainly responsible for increased estimates of expenditure in the 
coming year are £5 million, added to the recently established Defence Special 
Equipment Fund (which presumably means an addition to the funds of the ~ 
National Finance Corporation or direct investment in Treasury Bills till the 
equipment is close enough to delivery for payment to be demanded); over 
£4 million for increased rates of cost-of-living allowances for European 
public servants—coupled with a reduction of such allowances for numbers of 
non-European ones; £2} million for increased cost-of-living bonuses for 
various classes of pensioners, and over £1 million for adjustments to salary 
scales in the public service. 

On the basis of the previous year’s taxation, this would involve a consider- 
able shortfall. Though income tax yields on the whole are buoyant, the yield 
from the gold mines is still falling rapidly owing to steeply increasing work- 
ing costs, while the reimposition of stricter import restrictions is estimated to 
reduce the yield from existing customs duties by over £1} million. The system 
of apportioning the profits of private companies to the individual share- 
holders (introduced in 1941 to prevent tax avoidance by forming private 
companies) is to be abolished; but other means are promised to ensure that 
private companies declare adequate dividends. This is a welcome simplifica- 
tion of our tax system, and one which removes various anomalies and in- 
justices, but it involves a loss of revenue, estimated at over £2 million in a 
full year and over £? million in 1952-53. 

After adjustments for these items have been made to the estimates of tax 
yields, the shortfall of revenue below expenditure, estimated for 1952-53 on 
the basis of 1951-52 taxes, is placed at a little more than £23 million. Mr. 
Havenga’s plans for making up the deficit are not particularly impressive. 
He hopes to get at least half of it by a campaign in the Inland Revenue Office 
to speed up the collection of taxes in arrears. Cigarettes, cigars and tobacco are 
to be taxed more heavily, with an estimated yield of nearly £4} million. In- 
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creased excise duties on beer are estimated to bring in £1 million, while the 
amazing development of the consumption of Coca-Cola and the like has 
obviously attracted the Treasury’s greedy eye. New excise duties on soft 
drinks and on sweets are expected to bring in £1} million between them. 
Customs duties on cinematograph films are to be increased by 4d. per foot. 
The total yield of these new or increased customs and excise duties is esti- 
mated at £7} million. 

Telephone rentals, post-office box and private-bag rentals, telegram 
charges (from 1d. to 14d. per word) and postage of printed matter (from 3d. to 
1d. per 2 oz.) are all to be increased, with an estimated yield of £1} million 
during the 1952-53 financial year. Stamp duties on bills and promissory notes 
are to be increased by 1d. from July 1, thus raising the stamp on cheques to 
2d., while stamp duties on transfer deeds relating to immovable property of 
more than £3,500 in value are to be trebled. The combined yield in the new 
financial year is estimated at £600,000. 

The rate of normal income tax on gold-mining companies is to be left 
undisturbed, while taxation on diamond-mining companies is to be increased 
by 1s. in the £ and on other companies by 6d. in the £. The primary rebate of 
£45 allowed each public company is to be withdrawn. The yield of these 
increases in company taxation is estimated at {2:3 million. There was a 
touch of cold comfort for the gold mines in the Minister’s statement that “we 
should explore other avenues before resorting to a further increase of gold- 
mining taxation”, though this was accompanied elsewhere in his speech by 
an affirmation that he was sure a world-wide upward readjustment in the 
price of gold is bound to come. 

Personal income tax is to be increased all round by the reduction of the 
primary rebate for married taxpayers by £5 and for unmarried taxpayers by 
£1. This will have the incidental effect of bringing into the income-tax net 
numbers of new taxpayers whose incomes at present are below the margin by 
amounts of, say, £70 or so per annum. The yield is estimated at rather less 
than £} million for the ensuing financial year and about two and a half times 
that amount in a full year. 

If the collection of arrear taxes reaches its target of {12 million, there should 
be a surplus of well over £1 million. Previous experience would suggest that 
this is likely to be achieved, even though expenditure increases (as it almost 
certainly will) beyond the present record estimates. 

It is quite evident that the Minister, feeling the world economy unsteadily 
poised between continuing inflation and the beginnings of what (since “de- 
flation” is a dog with a bad name) we must call “‘disinflation”, believes that a 
budget of no particular tendency is most appropriate. Perhaps it would be 
more accurate to say that his budget displays both inflationary and disinfla- 
tionary tendencies which, therefore, tend to counterbalance one another to a 
considerable extent. 

In this connexion one must also consider the increase in the estimates of 
expenditure on loan account to over £75 million. Only £47 million of this will, 
however, involve fresh borrowing, of which the Public Debt Commissioners 
are expected to provide £30 million, while £5 million will come from the 
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credit extended by the International Bank for Reconstruction and Develop- 
ment. On the other hand, the Reserve Bank’s discount rate has been raised to 
4 per cent; increased yields are to be afforded on all types of government 
borrowing (including deposit accounts in the Post Office Savings Bank) and 
the Treasury is to charge higher interest rates on loans granted for all purposes 
other than sub-economic housing. Building societies and similar institutions 
have moved into line, with higher interest rates for both borrowers and 
depositors. 

An interesting, but somewhat cryptic, reference to the London conference 
of the sterling area Finance Ministers was a feature of the budget speech. The 
Treasury has prudently decided to ration the amount of foreign exchange, 
available for imports during 1952, to £400 million, though it is estimated that 
even this will entail a drain of some £20 million on either the gold reserves or 
the sterling balances (depending on the competitive power of suppliers from 
the dollar and European Payments Union areas). The Treasury expects a 
greater proportional reduction of supplies from the latter countries. 

None the less, the Minister has authorized the immediate transfer of {10 
million from the Reserve Bank’s gold reserves to the central gold reserves of 
the sterling area in the Bank of England, over and above the normal quarterly 
sales. This is the only outcome of the London talks so far disclosed. Mr. 
Havenga made it clear, however, that the transfer was not to be regarded as 
anything in the nature of a gold loan, but as an advance payment against 
probable increased British earnings of South African gold. He also stated that 
it would be possible because the South African gold output p/us hard currency 
receipts could be expected to cover a larger proportion of the reduced total 
imports during 1952. 

The outsider is left to try to read between the lines as regards the Treasury’s 
plans and intentions. Yet it seems clear that its policy is based, in the first in- 
stance, on the common-sense view that keeping her own external commit- 
ments within her capacity to meet them contributes to the financial stability 
both of South Africa and of the sterling area as a whole. In the second place, 
it would appear that some part of the London talks must have been concerned 
with South Africa’s part in stemming the cumulative deficit of the sterling 
area with the other countries of the E.P.U., and the recent cuts in allocations 
of exchange for foreign travel seem to point in the same direction. In the 
thitd place, Mr. R. A. Butler’s tribute to the ready co-operation of South 
Africa would seem to have been earned. We do not yet know the full extent 
of this co-operation, and it might perhaps have been greater, but in this 
instance South Africa’s interest in the stability of sterling has been acknow- 
ledged, and unless Mr. Havenga has been misleading, the acknowledgement 
will not be merely in words. 


South Africa, 
May 1952. 





NEW ZEALAND 


“DEATH OF KING GEORGE VI 


HE news of the sudden death of His Majesty came as a profound shock 

to the people of the Dominion. Loyalty to the Crown is inherent in the 
character of New Zealanders—Maori and Pakeha alike. But the sad faces of 
the people as they went about their tasks in the days immediately following 
the King’s death reflected something more than the natural grief of loyal 
subjects. A friend had passed away. 

A simple but moving ceremony of two minutes’ silence was observed 
throughout New Zealand on the day of the King’s funeral. 

The Proclamation of the Accession to the Throne of Her Majesty Queen 
Elizabeth II was read by the Governor General to a crowd of many thousands 
that filled the grounds of Parliament Buildings. A precedent was created in 
the form of the Proclamation which acclaimed Her Majesty ‘Queen of this 
Realm’ meaning in this context Queen of New Zealand and her dependencies. 
Her Majesty is assured of the deep loyalty of her people in this distant Realm. 


The Sterling Crisis 


EW ZEALAND was represented at the Conference of Commonwealth 
Finance Ministers in London by the Prime Minister, who attended in 
his capacity as Minister of Finance. A few hours after he returned, Mr. 
Holland, in a nation-wide broadcast, surveyed the results of the conference 
and indicated, in broad terms, the measures which New Zealand would take 
as its contribution towards the restoration of the balance of payments of the 
sterling area. He emphasized that the country must live within its income and 
observed that, unless further remedial action were taken, New Zealand would 
have a substantial deficit in its balance of payments with the rest of the world 
in 1952. Furthermore, the balance between New Zealand and the dollar and 
other non-sterling areas had to be improved. These results could not be 
achieved without cuts in imports—including government imports. Mr. 
Holland promised that a detailed statement of policy would be issued after 
the Cabinet had given consideration to the whole question. 
A few days later, reviewing the economic situation with particular refer- 
ence to balance-of-payments problems, he stated in a public address that: 


1. If remedial action had not been taken New Zealand would have faced this 
year a trade deficit of £43 million. In 1950 New Zealand had a surplus of £14} 
million in her balance of payments, including 20} million dollars; and, in 1951, 
the surplus was just over £16 million, including 21 million dollars. 

2. Export income from wool in 1948 was £46 million, in 1950 £74 million, 
in 1951 £125 million; while “we will be lucky if we get between {£60 and £70 
million this year”. 

3. Trading bank advances in December 1950 were £107 million, a year later 
they had risen to £149 million and in February 1952 they were £164 million. 
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4. In the first half of 1951 imports averaged {£12 million a month and there 
was a surplus in the balance-of-payments accounts of more than £50 million; in 
the second half of 1951 imports averaged £21 million monthly and the result was 
a deficit of just on £35 million. 


Mr. Holland stated that the correction of the balance-of-payments situa- 
tion would be achieved without the large-scale reintroduction of import 
restrictions. 

The Prime Minister’s characteristic action in taking the public into his 
confidence before announcing specific policy proposals was most praise- 
worthy. He announced on March 12 thatall import licences from “scheduled” 
countries—which are mainly the United States, Canada and Japan—were 
cancelled, and that new licences would be required for all future imports 
from these countries. He stated further that imports of motor vehicles from 
all countries would be brought under control. An assurance was given that 
the Government did not intend to impose a general system of import licens- 
ing from sterling countries as part of its plans to assist in meeting the Com- 
monwealth balance-of-payments crisis. He said that, while Commonwealth 
countries in general had been asked to achieve an over-all balance of receipts 
and payments in the calendar year 1952, New Zealand—because of the 
seasonal nature of its export trade—was not required to achieve this result 
until the year ended June 30, 1953. As regards non-sterling areas a credit 
balance of £5 million was originally estimated for the calendar year 1952, but 
the target had been raised to £12 million at the conference. Since the con- 
ference ended he had agreed to raise the non-sterling-area credit balance in 
the calendar year 1952 to £25 million 


Forestry—A Major Industry 


T the time of the first organized settlement of New Zealand by Europeans 
practically the whole of the North Island was forested, as was the South 
Island west of the Southern Alps. The only considerable stretches of open 
country were the tussock lands east of the Alps, including most of the 
province of Canterbury, part of Marlborough and the north-eastern portion 
of Otago. The total forested area in 1840 has been officially estimated at 4o 
million acres, roughly 60 per cent of the total area of the country—a very 
high forest density. At the present time our forests, native and exotic, cover 
only about 20 per cent of the area of the Dominion—a light forest cover fora 
country still far from heavily populated. 

The reasons for this denudation of forest areas are obvious enough. Our 
present 20 million acres of cultivated land were originally for the most part 
timbered, so that the advance of settlement necessarily involved the destruc- 
tion of forests. Again, consumption of sawn timber per head of population is 
much higher in New Zealand than in most other countries. Over 80 per cent 
of private dwellings in this country are constructed of wood; while brick 
dwellings account for only 8 per cent of the total. In the early days of settle- 
ment ample supplies of timber were available as the areas cleared for pastures 
extended; in fact in many parts of the country scrub cutting and the establish- 
ment of pastures followed in the wake of commercial milling of heavy 
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timbers. This habit of heavy usage of indigenous timber in home building 
has persisted in spite of rapidly dwindling resources of such timbers. 

During the 1880’s a considerable export trade in timber was built up, 
averaging 35 million board feet per year, rising to a peak level of 80 million 
board feet by 1910 and then dropping away to 30 million feet in the mid- 
twenties. In recent years exports have averaged 10 to 20 million feet—less 
than 5 per cent of the total cut, while exports in the peak period never 
reached more than one-quarter of the cut at that time. Imports of timber, 
mostly hardwoods, average 20 to 30 million board feet a year. Some soft- 
woods are imported; and indeed in the period 1928-30 a very considerable 
import trade in softwoods from the west coast of the United States took place. 
Until 1923 there was annually an export surplus of some magnitude; but 
since then imports have exceeded exports. In the long run external trade in 
timber has not made major inroads into our forest resources, although the 
export trade contributed materially to the almost complete destruction of the 
Kauri forests of the far north. 

While the dominant species in New Zealand native forests are of little use 
commercially, though of great value as protective cover, the original forest 
areas included many large stands of good milling timbers. Exploitation of 
these areas—often wastefully—has reduced our reserves of these timbers to 
such an extent that virtually the only large areas remaining are those which 
are protected by difficulty of access or in national parks and reserves protected 
from commercial exploitation. The State Forestry Department has estimated 
our remaining supply of indigenous commercial timbers at only 5,000 million 
board feet at the stump in the year 1949, while much of this timber is in inac- 
cessible areas or in scattered lots which could only be milled at great expense. 
In 1951 the cut of indigenous timbers totalled 332 million board feet, a rate 
of cutting which would exhaust our supplies of such timber in a few years. 

New Zealand commercial timber species are of very slow growth. The 
beeches have the shortest regeneration cycle—reaching maturity in about 
100 years; but rimu (red pine), the stock commercial line, does not reach 
millable size until 200 years old. Again, some of our trees—notably rimu—do 
not seed readily and are difficult to establish even in natural conditions. 
Consequently while a great deal can be done and is being done by forest 
policy directed towards husbanding our remaining indigenous timber re- 
sources, afforestation of our native species with a view to the production of 
commercial timber crops is a hopeless proposition. 


Exotic Forests 


| Spieenene Ei pwaes although our larger native trees have a life-cycle 
measured in centuries, certain exotic trees grow more quickly in New 
Zealand than in most countries. New Zealand has, also, large areas which are 
sub-marginal in respect of farm production, but very suitable for the establish- 
ment of exotic forests, which now cover considerable areas. Early in our 
history planting began: in fact there are records of the planting of exotic 
forests as far back as 1855. The State, too, took an early interest in afforesta- 
tion; and, in 1896, State forests were first established. 
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Rising timber prices during the 1914-18 war, and the certainty of further 
considerable and continuing decreases in indigenous timber resources, 
stimulated interest in afforestation in the early 1920’s. A number of afforesta- 
tion companies were then formed, which established plantings of upwards 
of 300,000 acres in the period 1923-30. Plantings by the State also were 
accelerated; and, during 1926-36, 376,000 acres were added to State exotic 
forests. Although the rate of new planting slowed down very considerably 
after this period, the area of our exotic timber stands in 1951 totalled 889,000 
acres—45 4,000 acres State owned, 335,000 acres owned by private afforesta- 
tion companies, and 100,000 acres of plantations in private or local-body 
ownership. 

The dominant timber in our exotic forests—Pinus radiata—reaches maturity 
under New Zealand conditions in 20-25 years, so that the forests established 
in the period between 1923 and 1936 are now mature or rapidly nearing 
maturity. A reaction set in following the optimism of the 1920-30 period, 
when spectacular returns were expected from investments in exotic forest 
plantings, with the result that the value of this national possession has not 
been fully appreciated until very recently. Actually, for some considerable 
time past, exotics have been supplementing, in increasing measure, indigenous 
species in satisfying a greatly increased demand for softwood timber. In 1951 
the cut of exotics totalled 193 million board feet—37 per cent of a record 
timber production of 525 million board feet. The present annual growth of 
State exotic forests alone is officially estimated at 400 million board feet; so 
that, when account is taken of the almost equal areas privately planted, it is 
clear that—though becoming increasingly poor in native timbers—the 


country is rich in exotic forests. The annual growth of our present exotic 
forests is more than sufficient to cover our total requirements of softwood 
timbers with reasonable reserves for future expansion of consumption, and 
for export. But the change to almost exclusive use of exotic timbers will be 
difficult; since more than half of our exotic resources consists of a single 


species (Pinus radiata), which is inferior to our best native timbers for 
building. 


The Murupara Project 


UBLIC interest—in New Zealand and overseas—in our exotic forest 
resources has been greatly stimulated by the decision of the Prime Minister 
in December 1951 to proceed with the establishment of an integrated saw- 
mill, pulp and paper mill at Murupara in the Rotorua district in order to 
exploit the Kairangaroa State Forest (260,000 acres), together with a neigh- 
bouring forest of 30,000 acres owned by a private afforestation company. 
The initial steps towards the development of the resources of this forest 
were made in 1925, when exhaustive tests were begun witha view to establish- 
ing whether its softwood species could be used for the manufacture of news- 
print, kraft and other papers. By 1928 the suitability of these woods was 
definitely established; but at that time newsprint prices broke on the world’s 
markets, so that the proposal to establish a paper mill was shelved on the 
ground that it would be unprofitable. Conditions changed in the following 
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years; and in 1939 expert opinion was strongly in favour of proceeding with 
the erection of a newsprint mill. These plans were necessarily laid aside dur- 
ing the war; and it was not until December 1951 that a definite decision was 
made as to the form of development and timing of the project. 

Early views on the development of this area favoured the establishment of 
a paper-making plant and a number of widely separated medium-size saw- 
mills : but it was decided some years ago thata large-scale integrated saw-mill, 
pulp and paper-making plant would be the most economical proposition, 
and the present scheme follows this plan. The annual potential yield of the 
forest (in perpetuity) is estimated at 32 million cubic feet, and the proposals 
for the initial establishment involve the erection of a basic plant using 23 
million cubic feet annually. The plant will be eventually expanded to convert 
an additional 5 million cubic feet for newsprint or other products. 

Preliminary estimates of the cost of establishment show that an initial 
investment of £14 million will be necessary, with another £3 million at a 
later stage for further development. In addition the New Zealand Govern- 
ment contemplates the expenditure of £14 million in the provision of neces- 
sary public facilities—including harbour, railway, hydro-electric transmission, 
housing and community developments. This is a huge undertaking, which 
will put a considerable strain on New Zealand’s available resources of man- 
power and materials. Some 1,500 men will be employed at the peak period of 
construction, and a considerable proportion of the labour force involved 
will consist of immigrant tradesmen. 

The scheme provides an interesting example of co-operation between the 
State and private enterprise. While the Kairangaroa forest itself is State 
owned, an adjoining forest of 30,000 acres owned by a private afforestation 
company will come within the “working circle” of 200,000 acres. The 
Government will be responsible for the provision of access by railway, for 
harbour facilities, and for the erection of housing and other communal 
facilities in the town which will be built at the mill site. Private enterprise 
will construct and operate the mill, using logs purchased from the Govern- 
ment. Although the direction and management of the operating company 
will be in private hands, the Government has reserved the right to purchase 
up to 15 per cent of the share capital of the company, and to appoint one 
director to the Board of Management. 

Interested companies in New Zealand and overseas were invited by the 
Government last year to submit proposals for participation in the scheme. 
A condition made by the Prime Minister at the time when proposals were 
called for was that “‘the control of the industry in all its aspects must remain 
in New Zealand with the local board of directors, on which those with 
adequate financial interests would be represented”. Although an active 
interest in the proposals was evident on the part of many oversea companies, 
in the event the only concrete proposal made by the closing date came from 
a New Zealand company formed in association with two United States 
concerns. Mr. Holland endeavoured without success to bring into the scheme 
a powerful British group with world-wide interests in the production and 
distribution of paper products. Nevertheless, he decided that construction 

U 
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should begin immediately, and a start has already been made in preliminary 
construction work on the necessary railway and harbour facilities. It is 
intended to have the plant operating in two to three years’ time; which will 
be necessary in order to ensure maximum utilization of large areas of the 
forest which are already mature. 

Although no public statement has been made regarding the oversea funds 
required to purchase the materials and plant necessary to bring this scheme 
into operation, it is obvious that a £28-million scheme must involve imports 
of plant, equipment and materials running into many millions of pounds. It 
would be difficult to finance such expenditure out of current oversea earnings 
or from the accumulated oversea funds of the banking system. The possibility 
of borrowing the amount required overseas has been discussed in political 
circles and in the press. In that connexion a recent visit to New Zealand by 
the President of the International Bank for Reconstruction and Development 
has raised again the possibility that New Zealand might join the Bank—which 
in turn would require this country to become a member of the International 
Monetary Fund. Both political parties were opposed to joining the Fund 
when the matter was raised some years ago. 

Murupara in full operation will produce timber, newsprint and other 
papers of an estimated value of £7 million per year, including an exportable 
surplus valued at £4 million. It will make New Zealand self-sufficient in 
newsprint supplies with a substantial surplus for export, while it should result 
in dollar savings—officially estimated at 16 million dollars per year—to New 
Zealand and Australia. 

Although public interest in forestry development has been focused on the 


Murupara scheme in recent months, the area to be developed under this 
scheme is less than one-quarter of our total exotic forest resources. There is an 
almost equally interesting enterprise being developed by a private afforesta- 
tion company, which is erecting a pulp mill designed to produce 12,500 tons 
of newspulp annually for export to Australia. 


Appointment of Governor General 


HE appointment of Lieutenant-General Sir Willoughby Norrie, at 

present Governor of South Australia, to succeed Lord Freyberg, V.C., 
as Governor General of New Zealand was announced by the Prime Minister 
on March 14. 

The choice of a successor to our own Lord Freyberg was difficult. Lord 
and Lady Freyberg have ably discharged their exacting responsibilities with 
a high sense of duty to the public; and their departure in June will be regretted 
by all sections of the community. 

Sir Willoughby and Lady Norrie have endeared themselves to the people 
of Australia during their term of office in South Australia, and they are assured 
of a very hearty welcome on arrival in New Zealand. 


New Zealand, 
May 1952. 
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“DEATH OF THE PRIME MINISTER 


HE outstanding event of the period under review is both recent and 

tragic. On March 21 the Prime Minister, the Rt. Hon. D. S. Senanayake, 
was thrown from his horse during an early morning ride. He never recovered 
consciousness, and died the next day, universally mourned. After lying in 
state for nearly a week at the House of Representatives, during which time a 
ceaseless procession of mourners from the length and breadth of the island 
filed past the bier, his remains were cremated on a vast and beautiful funeral 
pyre according to the rites of the Buddhist religion; the moving ceremony 
was witnessed by several hundred thousand people. Tributes to his memory 
and his ability have poured into Ceylon from all over the world, particularly 
from the Commonwealth, for whose support he so stoutly stood. 

Mr. Senanayake was essentially a simple man. Brought up on the land, he 
thoroughly understood the villager, and the villager trusted and loved him. 
He was for many years an energetic and successful Minister of Agriculture 
and Lands in the former State Council, and when called upon to be Ceylon’s 
first Prime Minister, which office carries with it according to the Constitution 
the portfolio of Defence and External Affairs, he brought to his new task a 
sturdy common sense which was far more effective than any superficially 
expert knowledge of the problems of his Ministry. Such knowledge he would 
freely admit that he did not possess; nevertheless he had a remarkable flair 
for grasping the essentials of any problem which required his decision. His 
great work was the winning for Ceylon of complete independence within the 
Commonwealth without bloodshed or even confusion, and the setting of his 
country’s course on the way of democratic self-government. He was always 
most accessible and ready to discuss any major or minor problem brought to 
him with the same level-headedness and good humour that characterized all 
his behaviour. To one who has been in close contact with him for four and a 
half years his loss is very deeply felt. Rarely has a man to whom so much 
power was committed shown less of a dictatorial temperament, or a more 
sensible and competent approach to the problems he had to face. He was a 
great patriot and a wise statesman. 

Being the first Prime Minister of Ceylon was no easy task. The tradition of 
opposition to an existing government was one which had been fostered, as it 
had been in nearly all the other countries of South-East Asia, by some of the 
very leaders whom the gaining of independence put into power. The former 
Board of Ministers was in no sense a Cabinet; Mr. Senanayake may not have 
been altogether conversant with the niceties of constitutional convention, 
but he understood team work, and though he never quite succeeded in 
welding his Ministers—some of them differing widely in their political ideas 
—into a Cabinet in the British sense of the word, he came nearer to it than 
many had at first thought possible. His death at this particular juncture could 
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hardly have been more unfortunate, for the life of the first Parliament under 
the present Constitution was drawing to a close. As recently as last July his | 
government approached a political crisis when his Minister of Health and | 
Local Government and Leader of the House of Representatives, Mr. 
Bandaranaike, suddenly left the Government and set up his own party. Mr. 
Bandaranaike had generally been considered to be Prime Minister designate, 
and is reputed to have bargained unsuccessfully for this status when he first 
took office, in October 1947. He is a clever orator, but as a Minister he was 
not a success, for he does not possess the faculty of working well with either 
his colleagues or his subordinates; the general breakaway for which he had 
hoped failed to come off, and only five members of the majority party crossed 
the floor of the House with him. This group was reinforced by three inde- 
pendents who had consistently opposed the Government, but this accession 
was counterbalanced since three others, till then similarly minded, decided to 
go the other way. Hence the balance of parties was not unduly disturbed, and 
when the House divided on the Second Reading of the Budget, some two 
weeks after Mr. Bandaranaike’s defection, it was carried in an unusually full 


House by 53 votes to 38, with one member declining ; the total voting strength 
is 100. 


The Budget 


HE budget speech of the Finance Minister, together with the Governor- 

General’s speech at the opening of the new sessions, is usually the high- 
light of the parliamentary year. During 1951 the first of these was thrown into 
the shade by Mr. Bandaranaike’s somewhat dramatic crossing of the floor on 
the same day, while the second, delivered at the opening of Parliament about 
a couple of weeks before, contained little of note. There was nothing specially 
striking about the budget speech either, except that both the revenue and the 
expenditure were the largest ever, the former approaching 1,000 million 
rupees, and the expenditure much the same, with the addition of 346 millions 
to be drawn from loan funds. Owing to the general prosperity of the country 
at the time, the revenue was sufficiently buoyant to render unnecessary any 
considerable increase in taxation. The company income tax went up by 2 per 
cent to a figure of 30 per cent for local and 36 per cent for outside companies, 
and the profits tax by 5 per cent to 25 per cent. The higher levels of individual 
income tax were rather more steeply graded, and at the other end some relief 
was given to the lowest taxable groups. Ever since his first budget, at the 
beginning of 1948, when Mr. Jayawardena, the able Minister of Finance, 
tightly perturbed by the adverse balance of payments, found it necessary to 
put very high duties on a whole range of articles, his policy has been to reduce 
import duties on food and other necessaries and on articles used for purposes 
of production, while maintaining those on luxuries such as foreign liquor and 
tobacco. However, on this occasion the duties on motor vehicles and on silk 
were considerably cut down, and on non-luxury articles were brought back 
to their pre-1948 level. The reductions have been somewhat arbitrary, and a 
complete revision of the customs tariff on a scientific basis is overdue. An 
appreciable proportion of the country’s revenue comes from export duties 
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on tea, rubber and coconut products; these were set somewhat too high, 
especially that on tea, which was 60 cents (about 114.) a pound. Export 
duties are really a form of direct taxation, the incidence of which it is hoped 
will fall largely on the buyer; while this was the case when there was a sellers’ 
market, it became obvious that the tide was turning. A sliding scale of duties 
was therefore substituted during 1951 on all three products, and as a result 
of the fall in their prices the revenue during the current financial year will be 
well below the estimate. 


An Undramatic Legislative Year 


HE past twelve months have not recorded any very notable legislation. 

At the end of the 1950-51 session the Air Ceylon (Incorporation) Act set 
up a State-aided corporation in conjunction with an Australian concern, 
Australian National Airways; only one internal service has been established, 
that between Colombo and the north, but there are regular services to 
London, and to Sydney via Singapore. It is hoped here that with the longer 
“hops” which are now possible Ceylon may take a more prominent place on 
the air map of the world. Another important Bill then completed was a codifi- 
cation of all laws dealing with motor vehicles, the main provisions of which 
were outlined in the article on Ceylon in THE Rounp TaBLe for March 1951; 
it seems to be working satisfactorily so far. 

The 1951-52 session saw three important Bills become law. The Health 
Services Act was based on the report of a one-man commission, by Dr. 
Cumpston, from Australia; it included some though not all of his recom- 
mendations for the complete reorganization of the medical and sanitary 
administrative service. This particular service has much to its credit—witness 
the conquest of malaria within the last few years—but stands in need of great 
improvement from the angle of efficient organization; this the new Act sets 
out to achieve. The Soil Conservation Act set up an administrative organiza- 
tion to deal with the serious problem of soil erosion, which has been parti- 
cularly manifest in the central mountain massif. The clearing of up-country 
jungle for tea and rubber estates last century, and the frequent burning of 
jungle and grass land by villagers for “extensive” (chena) cultivation and for 
the pasturing of cattle, were the original causes. Much can be and has been 
done by contour planting and properly planned drainage on estates, but small 
holdings in tea and rubber and wasteful methods of cultivation will be hard 
to supervise. A special branch of the Department of Agriculture has been 
inaugurated, with wide executive powers to deal with areas declared “erod- 
ible” and with some general powers of a permissive character as well. The 
third Act is one which gives local authorities an increased amount of freedom 
from central control; this is experimental, for the existing system of local 
government contains various anomalies, and the local authorities vary greatly 
in efficiency and honesty of administration. 

A number of Bills were introduced which owing to the early dissolution of 
Parliament were not completed, among them being the Paddy Lands Bill, 
designed to improve methods of paddy cultivation both directly and indirectly 
and thus lessen the dangerous dependence of Ceylon on imported rice; the 
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Merchant Shipping Bill, to codify the existing law on the model of similar 
legislation in the United Kingdom; and two others, designed to regularize 
Exchange and Import control respectively, which controls have hitherto been 
derived from Defence Regulations made during the world war, and continued 
from time to time by legislation or resolution. The latter of these two Bills 
had some very unsatisfactory features, which would have provoked severe 
criticism had it reached its second reading. The intention behind it is to 
discriminate in favour of Ceylonese importers, a discrimination which has 
already been effected by regulations in the matter of imports from Germany 
and Japan. This device is of doubtful constitutional validity. 


A Ten-Year Plan 


HE development programme of the Government, based originally on a 

six-year plan, was continued, but was somewhat modified by the deci- 
sions reached at the Sydney Conference in 1950 which produced the Colombo 
Plan; it may now be more correctly denominated a ten-year plan. It follows 
the same general pattern as is found necessary for most of the undeveloped 
countries of South-East Asia: increased food production, the development 
of secondary industries for processing locally produced raw materials, and the 
supply of the necessary technical and financial aid for these purposes. For the 
first of these Ceylon has embarked on major schemes of irrigation; the build- 
ing of the big dam for the largest, known as the Gal-Oya Scheme, was com- 
pleted in September last, and the 30-square-miles reservoir is beginning to 
fill. This will irrigate about 120,000 acres, on which it is intended to grow 
cotton and sugar as well as paddy. Other irrigation schemes on a large scale, 
making use of two more river valleys, are on the way; one of them, the 
Walawe-ganga Scheme, will be started very soon. 

The first stage of the Hydro-electric Scheme from which Colombo and 
other parts of the country obtain electric light and power was completed in 
March last year. Preparations are now being made for the next stages of the 
scheme, and it is ultimately intended to link these with power-producing 
plants at the multi-purpose irrigation dams into an island-wide grid system, 
which must be the basis for any wide schemes of industrialization. 

The 80-million-rupee Harbour Development Scheme should be finished 
by 1954. The modernization of the Port of Colombo is certainly a crying 
need, for there is severe congestion at times, a lack of adequately trained 
technical staff and a somewhat unsatisfactory labour organization. Mr. 
Millbourn, a well-known authority on harbour management, was sent for to 
report on the congestion in the Colombo harbour, since this had already 
occasioned an increase in freight charges. He made some useful suggestions, 
but the principal one, the setting up of an autonomous or semi-autonomous 
Port Authority, as in most other leading ports of the world, was found 
unacceptable—it is difficult to appreciate the reason for this. 

The path towards industrialization has been thorny. When the Minister in 
charge took over at the end of 1948 he was handicapped by a number of 
schemes of a very makeshift character started during the war. Most of these 
are being either scrapped or reorganized. A cement factory is already in 
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production in the extreme north, and a plywood factory in the south is in 
working order, though undergoing some reorganization. Other practicable 
projects are a caustic-soda factory, a fertilizer factory and a paper factory; 
there are also schemes for reorganizing the unsuccessful glass, ceramic, and 
iron and steel factories, for a textile mill, and for setting up plant for the 
further processing of copra by hydrogenation to produce vegetable oil. The 
last five of these have been heavily criticized, and informed opinion is alarmed 
by the losses incurred so far, and doubtful of the success of some of the new 
or reorganized projects. 

The question of technical and financial aid from the Colombo Plan is one 
which has been much in evidence. The headquarters of the Technical Assis- 
tance Bureau has been located in Colombo, and a number of experts from 
various organizations have already paid visits to the island and given advice. 
At the end of last year a strong delegation from the International Bank of 
Reconstruction made a detailed study of the country’s economy; their report 
had not been published at the time of writing, but is expected shortly, and 
should be significant. Another interesting development is the project for 
promoting fundamental education, under the aegis of Unesco. A team of 
enthusiastic experts under the leadership of Dr. Spencer Hatch is already 
established in the middle of the dry-zone farm colonies, and much is hoped 
from its work. Rural development should have a fine future in Ceylon if it 
can be guided on the right lines. 

In February and March of this year a very successful exhibition was held, 
known as the Colombo Plan Exhibition, which was to have been opened 
during the projected royal visit. The King’s death, universally mourned in 


this country, prevented this visit, but the exhibition was extremely popular, 
and was visited by nearly a million and a quarter people. 


The New Prime Minister and the Election Campaign 


UST as it was closing came the news of the Prime Minister’s death, and the 
question of who was to succeed him arose in an acute form. The natural 
successor would appear to have been Sir John Kotelawala, the senior 
Minister, who had succeeded Mr. Bandaranaike as Leader of the House of 
Representatives, but public opinion both within the majority party and in 
the country generally came down very strongly in favour of Mr. Dudley 
Senanayake, the late Prime Minister’s son, who, though only 40 years of age, 
had already made a reputation for himself as a hard-working and efficient 
Minister of Agriculture and Lands, and a man of strong character and un- 
swerving integrity. The Governor General, who had just gone to the United 
Kingdom on short leave, returned as soon as possible, and four days after the 
Prime Minister’s death sent for his son. The members of the Cabinet readily 
accepted his choice, and the new Prime Minister decided upon an immediate 
dissolution of Parliament. The general election will take place at the end of 
May. 
This election will be of great importance. During the period of the last 
Parliament the supporters of the Government had gradually closed their 
ranks, and Mr. Senanayake’s party, the United National party, was develop- 
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ing, though somewhat belatedly, an organization in the constituencies. The 
various elements supporting the Government, including the Tamil Congress, 
seem quite willing to transfer their allegiance to the new Prime Minister, and 
Mr. Dudley Senanayake’s Government will go to the country on the record of 
past achievement and the continuance of his father’s policy. The Opposition 
is extremely disunited except on one point—all its sections have declared that 
they wish to leave the Commonwealth. Mr. Bandaranaike’s party, which calls 
itself the Sri Lanka Freedom party, is mildly Socialist, a kind of left centre; 
he himself does not seem to mind very much with whom he consorts as long 
as they are against the Government, and he is trying to enter into a somewhat 
questionable arrangement with the Trotskyist Leader of the Opposition, 
Dr. N. M. Perera, to present a “united front” in most constituencies, i.e. not 
to put forward opposing candidates. Another section of the Trotskyists who 
broke away from Dr. Perera’s leadership, though they still call themselves the 
Lanka Sama Samaj party, have formed a united front with the Communists 
proper. There are two other splinter groups, one of which holds much the 
same views as the Sri Lanka Freedom party, but has been hitherto unwilling 
to join a “united front” with the Marxists: the other is a small group of 
Tamils who remain communally minded, and has some rather inchoate ideas 
of a federal government with autonomous powers for the Tamil-speaking 
districts. The b/oc of seven Indian members will presumably disappear, owing 
to the change in the electoral laws which disfranchised nearly all Indian 
Tamil estate labour; these had voting rights in the last election, and the 
legality of depriving them of these rights has been brought up in a test case 
now before the Privy Council. 

The Prime Minister’s party stands solidly for the maintenance of the Com- 
monwealth connexion, being very conscious and even apprehensive of the 
power and resources of Ceylon’s immediate neighbour. Like all Ceylonese, 
they are anxious to see more of their economic affairs controlled by their 
own nationals. The late Prime Minister took a sound and sensible view of this : 
while wishing it to happen, he did not want to lose the accumulated commer- 
cial and agricultural expertise of the non-national, realizing that a too-rapid 
replacement by Ceylonese might well damage the true economic interests of 
the country. He therefore wanted to see young Ceylonese introduced 
gradually into non-Ceylonese business firms and planting companies as 
mercantile assistants and planting learners, while recognizing that owners of 
foreign capital must needs have some of their own nationals to supervise 
their investments in Ceylon. His Cabinet was somewhat divided on this issue. 

Ceylon needs outside capital, and to attract it is one of the country’s major 
problems. But the greatest problem of all is the remarkable rate of increase of 
the population. The present Prime Minister is acutely aware of this, and if he 
comes back into power will probably initiate a long-term policy designed to 
meet the dangers arising from this increase. 

Postscript. Election results announced at the date of going to press made it certain that 
Mr. Senanayake and the United National Party would remain in power. 


Ceylon, May 1952. 
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